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Fisheries management 
is not a luxury we can 
— afford to get wrong 

WORLD NEWS 


Radical foreign 
groups ‘supplying 
arms to Kosovo’s 
ethnic Albanians’ 

Radical foreign groups, some 
backed by Iran, are arming the eth- 
nic Albanian Kosovo Liberation 
Army in its fight against President 
Slobodan Milosevic's govern m ent 
to Belgrade, according to US <£p|o- 
mats and western intelligence offi- 


KHyenfco poshes for 5% grown 

Sergei Kiriyenko, Russia's new 
prime minister, vowed to slash the 
national debt and produce eco- 
nomic growth of 5 per cent a year 
by 2001, Page 3 

Denmark oofiaws strflcas 

Denmark's parliament rushed 
through legislation to outlaw from 
today the strikes and lock-outs 
which have paralysed the country 
since April 27. Page 2 

Dtrtcft business rages reform action 

Dutch business urged the next 
government to carry through mar- 
ket reforms initiated in the last four 
years, after a general election an 
Wednesday produced a shift to the 
left Page 3 

Russia rules out Kurfles deal 
Russia ruled out concessions to 
Japan over the cfisputed Kuriles 
islands off its Pacific coast Russia 
said It was in no state to relinquish 
the islands it seized at the end of 
the second worid war. Page 4 

Indo n e sia n army appeal to students 
General Wlranto, Indonesia's 
armed forces commander in chief, 
pleaded with students to cease 
.their violent agitation, as the rupiah 
hit a three-month low in response 
to riots in Medan. Page 4 

Britain accused of Interfering In HK 

China accused Britain of interfering 
in Hong Kong affairs, condemning 
planned meetings between British 
consular officials aid candidates to 
the territory's forthcoming legisla- 
tive elections. Page 4 


British Colombia ta logging tat® 
The government of British Qojurn- 
bia is holding talks wt0rGreah~ 
peace to try to end the pressure 
groupfS campaign against the 
Canadian province's timber 
exports. Page 6 

Brazil budget refo r m setback 
Brazil's efforts to rain in Its large 
budget deficit love suffered a seri- 
ous setback after the lower house 
of Congress rejected one of the 
central parts of a bill to reform the 
social security system. Page 6 

Waning over US tax overhaul 
US tax collectors warned Congress 
that attempts to overhaul the Inter- 
nal Revenue Service would make it 
“virtually impossible” to solve the 
mMemium computer bug. Page 6 

Canada plea on salmon ban upheld 
A Ganatfian compiatat that an Aus- 
tralian ban on salmon imports vio- 
lates worid trade rules has been 
upheld. Pages 

FTC to act cm bitemet advertising 
The US Federal Trade Commission 
is to address concerns about false 
advertising claims on the internet 
by updating its rules. Page 6 

US workers' productivity stows 
US workers' productivity, which 
has been rising sharply for the last 
two years, raising hopes of a 
long-term shift in US economic 
performance, slowed in the first 
three months of 1998. Page 6 

Software piracy crackdown urged 
South-east Asian countries could 
create thousands of Jobs and gen- 
erate hundreds of mHRoos of dot- 
tors in tax revenues by cracking 
down on software piracy- Page 8 


Volvo pays $572m 
for Samsung’s 
construction 
equipment arm 

Swedish automotive group i/ofvo Is 
to become the world's third-torgest 
manufacturer of Industrial excava- 
tors and earth movers after agree- 
ing to pay $572m for the construc- 
tion equipment arm of South 
Korea's Samsung Heavy Industries. 
The deal places Volvo behind Cat- 
erpfflar of the US and Komatsu of 
Japan in the sector. Page 21; 
Komatsu results, Page 24 

Chase Man ha tt an Is to buy Morgan 
Stanley Dean Wltterts global cus- 
tody business - increasing the 
assets for which It is responsible 
by $400 bn to $4,7Q0bn. The terms 
were not officially disclosed, 
although Chase is thought to have 
paid about $600m. page 21 

BoBc ton , Canadlan-Swedfsh mining 
company, is to pay farmers in 
southern Spain compensation esti- 
mated at $63m after a toxic spfli 
at one of its mines. Page 2 

Investor shareholders are to be 
offered a 50 per cent discount on 
shares to Saab, the Swedish 
group's wholly-owned a erosp ace 
substctiary, ahead of its flotation 
this summer. Page 25 

Ionian Bank workers staged a 
1 one-day strike against the Greek 
government's decision to offer 
control of the state-owned group 
to a private bidder. Page 2 

Bank of Credit and Commerce 
International's liquidators have rec- 
ommended that a second dividend 
be paid to worldwide creditors of 
the bank, which collapsed seven 
years aga Pages 

US Fad chairman Alan Greenspan 
described lending between interna- 
tional banks as “the Achilles’ heel 
of the interna ti onal financial sys- 
tem” and suggested curbs. Page 6 

Brazil plans to stick to its . 
ambitious target of selling state- 
controfed telecoms holding com- 
pany Teiebrds by the end of Jidy. 

Page 6 ■•■■■■■■■ . 

Hyundai, LS and SK of South 
Korea ham unveiled restructuring 
plans in response to government 
pressure to reduce large debts. 


ComroooweaSh Development 

Corporation, the UK's international 
development finance Institution, to 
making available a $30m medium- 
term equipment financing facility 
for businesses operating In Cuba. 
Page 6 

PW B pp i w banking index fell 2.6 
per cent after credit rating agency 
Moody’s downgraded its ratings on 
Philippine National Bank, the coun- 
try's second largest Page 24 

Asian currencies fed sharply after a 
report on the internet that Chinese 
central baik official Yi Gang 
suggested Beijing would come 
under pressure to devalue the ren- 
minbi (yuan) later this year. Page 
20; Currencies, Page 29 

The US Securities and Exchange 
Commission has appointed Colora- 
do- based Lynn Turner as chief 
accountant Page 6 

Stitex, struggling Israeli graphic 
arts and digital print maker, has 
launched a buy-back plan to revive 
its sliding share pice. Page 25 

Worid Equity fttaricets 

The latest trends and data from more 
than 50 nations markets A a glance 
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Managers abroad suffer 
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‘perils of detachment’ 
Management, PaWts^ 


Hungary 

Not-so-bad factor affects 

country preparing for polls 
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By Jonathan Ford and Andrew 
i EdgecSSa-Jobosoo in London and 
Andrew Fstor and Chaham Bowtay 
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Vickers performed an unexpected 
U-turn yesterday when it recom- 
mended a £430m (5718m) offer 
from Volkswagen for BdHs-Royce 
Motor Cars, reversing its suppo rt 
for a £34Qm bid from BMW. Ana- 
lysts said that VWs unsolicited 
bid for the UK luxury carmaker 
was not necessarily a knockout 
blow, and predicted a fierce Ger- 
man bidding war. 

“BMW is likely to put another 
bid on the table and if that is 
higher than VWs. it will get the 
nod,” said one analyst 
BMW signalled last night that 
It was not pulling, out of the race 
for Rolls-Royce, although it 
refused to comment on the likeli- 


Surprise acceptance by Vickers may lead to bidding war 


hood of raising its bid. Last week 
it said its terms were final. 

“We stm believe our bid is an 
extremely good one, the best one, 
and that it can be developed very 
rapidly,” said BMW. Zt was “flair 
for the company and for its 
shareholders”. 

Rolls-Royce, the aero engine 
maker which owns the 
Rolls-Royce name, said it would 
still prefer the carmaker to be 
sold to BMW, although it 
accepted that it was for Vickers 
shareholders to decide. 

Both offers win now be pot to 
Vickers shareholders at a meet- 
ing on June 4, unless BMW with- 
draws Its offer beforehand. Vick- 
ers said it would be 
recommending that shareholders 
accept Volkswagen’s offer. 


VW. which finalised its bid yes- 
terday afternoon, said: “We are 
delighted to hear this. But we 
also have the deepest respect for 
the on-going decision making 
process with Vickers sharehold- 
ers. We will wait for the decision 
the shareholders will take.” 

Vickers' shareholders were also 
promised a larger payout by the 
company yesterday. Its earlier 
proposals for a return of capital 
have been stepped up from £i88m 
to £273m, or from 55p per share 
to 80p. 

VWs offer does not include 
Cosworth, Vickers’ engines divi- 
sion, which it had earlier indi- 
cated it wished to buy. But Vick- 
ers said “it would be 
Volkswagen's preference to 
source engines for Rolls-Royce 


from within Britain.” 

Cosworth already supplies 
engines for two-door Rolls Royce 
cars, whereas BMW supplies the 
four-door models. Vickers hinted 
that Cosworth ’s supply contract 
could be expanded were VW to 
win. VW privately described its 
offer as a “more British 
solution”. 

VW has also said it recognised 
the need to keep Rolls-Royce as 
independent as possible. For this 
reason it said it had ruled out 
brin g in g Rolls-Royce under the 
control of its existing Audi lux- 
ury marque. It would re main an 
independent company within the 
VW stable and retain a British 
management board. 

Sir Colin Chandler, Vickers 
chairman, said: "Throughout the 


Rolls-Royce Motor Cars sale pro- 
cess. we have focused on achiev- 
ing the maximum value for our 
shareholders, and this remains 
the case.” 

He avoided appearing to favour 
either bidder, saying: “I am confi- 
dent as to the prospects for 
Rolls-Royce Motor Cars under the 
ownership of either BMW or 
Volkswagen - both are leading 
players in the luxury automotive 
segment, capable of continuing to 
develop this premier business.” 

VW would buy Rolls-Royce free 
of debt, but would make an 
adjusting payment for any 
change in the net operating 
assets from last December's fig- 
ure of £149m. Rolls-Royce made 
profits before interest of £26.5m 
on sales of £305m last year. 

Lex, Page 20 
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Daimler and 
Chrysler agree 
$92bn merger 


By John Griffiths and Vvtfma Marsh 
iff London and ffikkf Taft n CHcago 

Daimler-Benz, Germany’s higgest 
industrial group, and Chrysler, 
the US carmaker, yesterday 
announced the' higgest industrial 
merger to create the world's fifth 
largest vehicle maker with a 
stock market value of $92bn. 

The two groups said the new 
company, to be called Paimler- 
Chrysler, “will change the face of 
the world motor industry”. 

They described the deal as a 
“merger of equals". Jfirgen 
Schrempp, chairman of Daimler- 
Benz, add Robert Eaton, Chrysler 
chairman, will be co-chairmen 
and chief executives. 

However Daimler-Benz share- 
holders, led by Deutsche Bank, 
will hold 57 per cent of the com- 
pany, which will he inasporcated 
in Germany. The deal is depen- 
dent on acceptance by sharehold- 
ers and regulatory approval in 
the US and Germany and by the 
European Union. 

Under the terms of the share- 
swap merger, Daimler-Benz 
equity holders will receive one 
share of Daimler Chrys 1 er for 


each Daimler-Benz share. Chrys- 
ler stockholders, led by Kirk Ker- 
korian with a 14 per cent holding, 
will receive 0-547 of a Daimler- 
Chrysler share far each Chrysler 
share, but this is to be adjusted 
to an expected 0.62, after share- 
holder approval of a special divi- 
dend scheduled for next month. 

Analysts said the merger was 
Ukely to prove the catalyst far a 
long-expected consolidation of 
the industry, particularly in 
Europe where last year it used 
only 71 per cent of capacity. 

“I would not expect it to open 
immediately a Pandora's box of 
consolidation", said John Lawson 
of Salomon Smith Barney. “But 
there is no gain without loss. 
Currently there are 20 significant 
manufacturers in an industry 
which does not really need more 
than half-a-dozen." 

The merger is intended to 
extend throughout the compa- 
nies, TTtrinrimg sharing of compo- 
nents, rationalised use of manu- 
facturing facilities and, in the 
longer term, possible sharing of 
vehicle “platforms" - the basic 
engineering struct ur e of cars. 

The chairmen stressed that the 




as a "merger of equals” the creation of DaimlerCt 1 Iysle* , wiU leave 
I Eat o n of Ctirysiar as the- company's co-chairmen and chief exact 


and Robert Baton 


Mercedes-Benz and Chrysler 
brands - the latter's include 
Jeep, Dodge and Plymouth - will 
be kept separate. “We will do 
nothing whatsoever to compro- 
mise the respective brands, 
which we regard as two of the 
most valuable In the world in 
their sectors,” said Mr Eaton. 

They sought to reassure the 


combined company's 421,000 
employees that there would be no 
job losses. Indeed, in a statement 
likely to cause tremors through- 
out the industry, Mr Eaton said: 
“We plan to add capacity on both 
sides of the Atlantic.” 

Mr Eaton will step down after 
three years. “1 have no doubt 
that JOrgen Schrempp will con- 


DafrnJer-Banz's Jflrgen Schrempp (left} 
fives. Picture: Raiers 


tinue as sole chairman and chief 
executive officer," he said. 

Synergy benefits are expected 
to save DaimlerChrysler $i.4bn in 
1999, increasing to $3bn in 2000 
and the next several years. 

Editorial Comment, Page 19 
Lex, Page 30 
Analysis, Page 22 


Duisenberg casts 
doubt over deal 


4 


*4 


By Wolfgang Htiracbau and 
Ljooei Barter to Brussels 

I 

Wim Duisenberg, the designated 
president of the fixture European 
Central Bank, yesterday chal- 
lenged Jacques Chirac, the 
French president, by saying he 
had not explicitly agreed to step 
down midway through his eight- 
year term. 

Is a defiant performance in 
front of the European Partiament 
in Brussels, the Dutch central 
banker said he might serve mare 
than four years. 

This directly contradicted Mr 
Chirac’s insistence last weekend 
that Mr Duisenberg, 62, would 
stand down between January and 
July .2002. 

Speaking. at his confirmation 
bearing Mr Duisenberg called 
last weekend's .deal by European 
Union leaders to name a French- 
man as his successor “slightly 
absurd”. He declared the ECB 
would be dedicated to pursuing 
price stability and defending its 

independence. - - 

He said the minutes of ECB 
council meetings would not he 
published for 16 years. The state- 
ment provoked gasps of surprise 
among some MEPs, who expected 
him to be more accommodating. 

Mr Duisenberg said he was 
influenced by what he called the 
damaging dispute over interest 
rates inside the Bank of 
En gland 's monetary policy comp 
nnttee. He said it had contributed 
to the overvaluation of sterling 


and increased market uncer- 
tainty. He said divisions in the 
MPC had been exposed in public, 
malting it more difficult for mem- 
bers to rhang w their votes with- 
out loss of face. 

He also raised doubts about the 
US Federal Reserve’s practice of 

publishing 1 ynfm rtw 

In a confident display lasting 
three hours, Mr Duisenberg said 
nationality as opposed to profes- 
sional competence was not a cri- 
terion for naming ECB board 
members. “I deplore the fact that 
the nationality question has 
come to the fare.” 

Mr Duisenherg told MEPs: “1 
have never stated that I will 

serve for nnly four or five years. I 
have merely indicated that I 
regard it's not likely that, if 
appointed, 1 will serve the full 
term of eight years." 

When asked whether he might 
even serve a full eight-year term, 
Mr Duteenbeig said: “Given good 
health, yes.” In a written deposi- 
tion, however, he said that his 

likely term of office would be 
between four and eight years. 

The European Parliament is to 
vote on the nomination of the six 
members of the ECB's executive 
board en bloc next week. Mr 
-Duisenberg said he might ream* 
sitter his. decision to accept the 
nomination, if the parliament 
overwhelmingly voted against 
recommending the board's nomi- 
nation. 
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Duisenberg strikes an independent chord 


By Lionel Barber and 
Wolfgang Uflncfaaa in Brussels 

wim Duisenberg yesterday 
gave the European Parlia- 
ment a dose of Dutch-style 
candour and independence 
which left no one in any 
doubt he will be his awn 
man as president of the 
future European Central 
Bank. 

Daring three hoars of 
lively questioning, Mr Duis- 
enberg took a swipe at Presi- 
dent Chirac and Gordon 
Brown, UK chancellor, and 
still managed to find timw to 
otter guidance on the future 
monetary policy of the ECB. 

It was a seductive perfor- 
mance. which removed 
much bad taste left by last 
weekend's Brussels summit 
There Mr Duisenberg, 62, 
was obliged under French 


pressure to state he would 
take early retirement rather 
than serving the full eight 
year term stipulated In the 
Maastricht treaty. 

The Dutchman waited 
until a Dutch MEP spoke to 
retaliate. She asked him 
about the political commit- 
ment to name a Frenchman 
as his successor, most likely 
Jean -Claude Triehet, gover- 
nor of the Bank of France. 

Mr Duisenberg paid trib- 
ute to an "excellent candi- 
date" but avoided mention- 
ing Mr Triehet by name. And 
he mocked the idea of using 
nationality as a criterion Car 
membership, calling it 
"slightly absurd". MEPs 
soon gave up trying to pres- 
sure Mr Duisenberg and - 
prodded by a friendly chair - 
turned to macro-economic 
policy issues. The resulting 


interchanges showed parlia- 
ment's desire to become the 
prime interlocutor and point 
of accountability for the 
ECB may not be as far- 
fetched as some imagine. 

Mr Duisenberg revealed 
the European System of Cen- 
tral banks (the ECB and the 
national banks of the 11- 
member euro zone) would 
opt for a strategy of inflation 
targets and monetary target- 
ing. This would make policy 
more complicated to explain 
to the public, "but It has to 
be done". 

He took a hard line on 
publishing the minutes of 
the ECB's meetings bat 
ottered to testify - along 
with other board members - 
at least once every quarter 
to the European Parliament. 
He promised regular 
speeches and press inter- 


views. However, he ruled out 
testifying before national 
parliaments and said the 
recent invitation by the 
French national assembly 
caused him great difficulty. 
National central bankers - 
not members of the supra- 
national ECB - were 
accountable to national par- 
liaments. Turning to mone- 
tary policy. Mr Duisenberg 
brushed aside British social- 
ist suggestions that his two 
fellow nominees - Otmar 
Isslng of Germany and 
Sirkka H3m£15inen of Fin- 
land were tougher on infla- 
tion at the expense of 
growth and employment 
"Four years of negative 
price rises In the Nether- 
lands has not done any harm 
to the economy." He said he 
saw no evidence of d efl ation, 
adding that: "1 see more 


signs that price stability has 
not been achieved than the 
other way round." 

Mr Duisenberg was 
equally candid about his 
opposition to the French-in- 
spired idea of a political 
counterweight to the ECB. 
On the Enro-X council, the 
informal forum far euro zone 
finan ce ministers, he said: "I 
am not 100 per cent sure 
how it will develop." 

But he had some hard 
words, too, for Germany. He 
described the Bonn govern- 
ment's efforts to introduce 
labour market and other 
structural reforms as "very 
modi talked about but very 
little done". 

He hoped the four coun- 
tries initially outside Emu - 
Britain, Denmark. Greece 
and Sweden - would join 
soon. Asked whether Britain 


would first have to join the 
new Exchange Rate Mecha- 
nism, Mr Duisenberg said 
there was no mention of tire 
ERM 2 in Maastricht. But It 
was vital to demonstrate the 
ability to maintain a fixed 
parity. 

Mr Duisenberg was asked 
whether small countries 
would be worse off in a mon- 
etary union dominated by 
big countries. He recalled 
the patch record since its 
decision to shadow the 
D-Mark in 1983 when he had 
just become governor of the 
Central Bank. 

"We lived in a quasi mone- 
tary union. Were we worse 
off? I don't think so. We had 
to shadow Big Brother. Now 
we will not shadow but we 
co-decide. So we got oar 
voice back." 


Paris, Bonn seek to bring EU 
institutions closer to citizens 


By Robert Graham in Avignon 
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France and Germany have 
decided to sound out their 
EU partners on the manner 
of bringing Europe’s institu- 
tions closer to citizens ahead 
of the changes likely to arise 
from monetary union. 

The initiative, adopted yes- 
terday at the 71st Franco- 
German summit, will take 
the form of a letter to Tony 
Blair, UK prime minister, 
who holds the current EU 
presidency, in advance of 
next, month’s Cardiff summit 


of the 15 EU members. The 
two governments will also 
approach other EU members. 

Paris and Bonn wish to 
put the issue of subsidiarity 
firmly ,on the agenda to clar- 
ify future relationships 
between national govern- 
ments and parliaments on 
the one hand and Brussels 
on the other. "We want to 
bring Europe as close to the 
citizens as possible,” said 
Chancellor Helmut KohL 

However, there was no for- 
mal discussion of a move by 
President Jacques Chirac to 


propose former EU commis- 
sioner Jacques Delors to 
head a committee of wise 
men to examine institutional 
chang e in Europe. President 
Chirac’s idea for Mr Delors 
may not have the Germans' 
full support. Bat the two 
leaders appeared most con- 
cerned to put a brave face on 
Franco-German relations 
after wrangles over the pres- 
idency of the European Cen- 
tral Bank at last weekend's 
Brussels summit. 

Mr Kohl reminded journal- 
ists that Franco-German 


relations had survived an 
unpromising beginning and 
many ups and downs over 
more than four decades. The 
same message came from Mr 
Chirac, who went oat of his 
way to land Mr Kohl's role 
in the construction of the EU 
and creation of the euro. He 
did his best to show the cri- 
sis with the Dutch over the 
naminatiem of their central 
banker Wim Duisenberg to 
run the ECB was over. 



Daintier aerospace conani Intent, Helmut Kohl 0efl) 
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gestures to Jacques Chfrac and Lionel Jospin 

s ummi t yesterday Reuters 


Danish action to settle strikes raises doubts 


By ffflay Barnes 
m Copenhagen 


Denmark’s parliament 
yesterday rushed through 
legislation to Impose an 
immediate settlement on the 
strikes and lock-outs which 
have paralysed the country 
since April 27. However, 
business groups feared that 
the settlement would dam- 
age competitiveness. 

The krone strengthened 


from 2L815 to 3.812S against 
theDMark. 

Pressure on the currency 
during the conflict caused 
the central bank to raise the 
discount rate from 15 to 4 
per cent with effect from 
Wednesday. 

After completing the anti- 
conflict legislation, parlia- 
ment went into recess to 
give members time to cam- 
paign ahead of a referendum 
on May 28 on the Amster- 


dam Treaty to increase the 
ties between EU nations. 

Unibank, a large Danish 
commercial bank, said the 
settlement would boost the 
chances that the treaty wiD 
be approved by giving work- 
ers extra days off. 

But the Union of Special 
Workers, which organises 
the unskilled and semi- 
skilled, said the government- 
imposed settlement was 
scandalous. Foul Erik Skov 


Christensen, the anion’s 
chairman, said less than half 
of his members would qual- 
ify for the days off. 

These only go to workers 
who have been with the 
same employer for minimum 
periods. 

But parliament was expec- 
ted to iron out the anomaly 
during this evening. 

Unibank estimated that 
wage costs in industry 
would rise by about 4 per 


cent a year in the two years 
of the settlement, while 
wage costs in the rest of the 
economy would increase by 
about 4.5 per cent a year, or 
slightly more than the bank 
expected before the conflict 
Unibank added that the 
settlement would raise pres- 
sure on the government 
to introduce measures 
to restrict domestic 
demand when the Folketing 
(the parliament) returns 


to weak in June. 

The economy is working 
at full stretch .after five 
years with an average GDP 
growth rate of 3 per cent 

Unemployment fell to 7 
per cent in March compared 
with &3 per cent last year, 
according to figures released 
yesterday, while the balance 
of payments slipped into a 
DKrtbn ($590m) deficit in the 
six months to March, after 
being in surplus since 1969. 


A pragmatist ready to adapt France to the outside world 


Hubert Vedrine, French foreign minister, is presiding over a new 
realism in Paris, write David Buchan and Robert Graham 


I f the annual meeting of for- 
eign ministers of the 
Group of Eight major pow- 
ers that starts in London 
today runs smoothly, it will 
in part be due to a better 
Franco- American diplomatic 
relationship, bom of a new 
realism in Paris. 

For in Hubert Vedrine, 
France has a foreign minis- 
ter who rings Washington as 
readily as Bonn, is willing to 
complement US peace efforts 
in the Middle East, and who 
is prepared to end tradi- 
tional rivalries with Britain 
and the US in Africa. 

Unlike most predecessors 
at the Quai d’Orsay, Mr Ved- 
rine is ready to adapt France 
to the world. 

The 50-year-old pragmatist 
wants to drop knee-jerk anti- 
Americanism but in return 
see French policy less carica- 
tured in the Anglo-Saxon 
world. 

"We believe the world 
would be better organised 
around several poles, bat we 
have got to recognise the US 
is dominant in all fields: 
from the military through 
the commercial to the cul- 
tural." he observed in an 
interview. 


"For French policy, this 
means maintaining all our 
fundamental objectives and 
positions, but avoiding daily 
guerrilla warfare on all 
fronts (with Washington)." 

His mixture of realism 
with a certain idealism on 
Europe was learned at the 
right hand of the late Presi- 
dent Franpois Mitterrand 
whom Mr Vrfktrine served for 
the latter's full 14 year term 
in the Elysee. 

France's constitution 
entrusts prime responsibility 
for foreign policy with the 
president; and Mr Vddrine's 
experience of how the Elysee 
handled “co-habitation" with 
a government of a different 
political colour was a prime 
reason why Lionel Jospin, 
the prime mini ster, chose 
him last June. He now acts 
as a crucial hinge between 
the Gaulllst president Jac- 
ques Chirac and Mr Jospin's 
Socialist-led coalition. 

Recent better management 
of Fran co- American differ- 
ences over Iraq, Iran, trade 
policy and to a lesser extent 
over Bosnia and Kosovo has 
a lot to do with Mr VSdrine's 
willingness to pick up the 
phone and call US secretary 


of state Madeleine Albright 

One has to be plus eooL " 
he said. 

“When we are in agree- 
ment, we should say so with- 
out any complexes: when 
disagreeing, we should 

equally say so Half of 

Franco-American problems 
are misunderstandings and 
can be removed by greater 
dialogue.” 

Even big differences he 
believes can be moderated 
by. for instan ce, giving 
Washington advance notice 
of what France is going to 
say in the United Nations 
Security Council. 

France and the US should 
avoid "sterile competition” 
especially in the Middle 
East, where Mr Vedrine said 
he has introduced "a change 
of tone". 

This is to underline that 
France and its EU partners 
wished to play a "comple- 
mentary" role in the peace 
process. 

But with the Franco-Ger- 
man axis having been 
strained to the limit over the 
European central bank presi- 
dency, Mr Vedrine acknowl- 
edged the need to review ties 
with Bonn and the UK. Mr 



Hitiwrt Vedrine: rings Washing- 
ton as reaefly as he rings Bonn 

Vfidrine did not doubt 
Britain's “fairly quick” par- 
ticipation in the euro. He 
lauded it for doing the “best 
possible" job out of its cur- 
rent EU presidency but 
regretted the presidency 
“came too early” for the 
Blair government to demon- 
strate real change in 
Britain's policy towards 

Europe. 

He is content with the way 


that the UK presidency has 
dropped public EU criticism 
of China for a more private 
approach. 

Bat nowhere does Paris 
value quiet dialogue more 
than with Algeria whose 
internal politics have a 
direct bearing on the large 
Algerian community in 
France. 

“The situation remains 
very difficult,” he conceded. 

"The attempt by the 
armed (Islamic opposition) 
groups to take power has 
failed, but the tragedy is not 
yet finis hed**. 

France is working to 
establish "forms of dialogue 
acceptable to Algeria, whose 
g o ver nment has an intransi- 
gent idea of national sover- 
eignty”. 

One helpful sign is the 
Algerian government's 
acceptance of visits by jour- 
nalists and MBs. 

In Sub-Saharan Africa, pol- 
icies initiated by the previ- 
ous government are being 
accelerated and expanded - 
notably on the withdrawal of 
French troops and closure of 
military bases. 

"We are also altering mili- 
tary co-operation to stress 
training for peacekeeping." 
as part of a move to "get 
beyond the rivalries with 
Britain and the US which 


have only brought inconve- 
niences”. 

Interventionism in Franco- 
phone Africa is no longer a 
serious option - an the more 
so in the light of an unprece- 
dented parliamentary probe 
under way into French pol- 
icy in Rwanda from 1990-94. 
and into possible complicity 
in the Hutu-led govern- 
ment's genocide against the 
Tutsi minority. 

Mr vedrine is defensive: 
“In Rwanda we tried to 
defend a regime against for- 
eign invaders and to organ- 
ise a sharing of power 
between Hutus and Tut- 

sis unfortunately it 

failed," he said. 

"Perhaps this was a naive 
policy, but we did try." 

He said governments faced, 
a contradiction. 

“Media-influenced public 
opinion in western countries 
feels there must be Interven- 
tion. yet at the same time 
always insists such interven- 
tion being done in some 
other way.... "The challenge 
is for foreign policy makers 
to be more transparent, to 
involve parliaments, to seek 
UN mandates and to act 
together." 

France seems to be losing 
its appetite for solo adven- 
tures, which may be reassur- 
ing to its G8 partners. 
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Germany’s industrial 
production falls 1% 


By Lucy Smy in Bom 


Industrial production in 
Germany fell 1 per cent in 
March, casting doubt on 
hopes of a strong economic 
recovery this year. 

Tbe month on month sea- 
sonally adjusted fall was 
exacerbated by a further 
drop of 5J> per cent in con- 
struction output, surprising 
analysts who predicted a rise 
in output with the better 
weather. 

The west of the country 
performed worst, showing a 
seasonally adjusted decline 
in production of 1.2 per cent 
month on month, compared 
with a 05 per cent output 
drop in the east of the coun- 
try. 

Output of consumer dura- 


bles fell by 4.5 per cent 
month on month across the 
country, in spite of hopes of 
an increase in production in 
March, before a VAT rise 

announced for April 

March's decline reduces 
the year on year output 
growth rate to 3fr per cent 
from 5.2 per cent achieved 
last month. 

Germany's EFO economics 
research institute also pub- 
lished figures yesterday 
showing a fall in capacity 
utilisation in fixe manufac- 
turing sector. Utilisation in 
the west fell to 8&8 per cent 
in March from 87.4 per cent 
when last measured in 
December. 

Annual figures on inward 
and outward investment, 
released yesterday by the 


economics ministry, added 
to the gloom. They showed 
an unwillingness by both 
foreign and domestic compa- 
nies to make large invest- 
ments in Germany. 

Though foreign invest- 
ment in Germany picked up 
a tittle in 1997 from its dra- 
matic low of 1996, German 
overseas investment rose, 
giving a net outflow of 
investment of DM47.3bn 
(527bn). 

The figure is almost twice 
the net investment outflow 
of 1990. 

Gtlnther Rexdrodt, eco- 
nomics minister, said: "The 
relatively small foreign 
Investment in Germany is 
another reason to push 
ahead hard with structural 
economic reform." 
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SPANISH CONTAMINATION 
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Boliden to compensate 
tor toxic spill from mine 

Bonded, the Oanadten-Swacfish mining company, yesterday 
agreed to pay compensation estimated at $6. 5m to farmers in 
southern Spain for crop losses resulting from a toxic sp9] at 
one of its mines last month. The company said it had reached 
a deaf with focal government and trade unions to rabnbutse 
formers whose land was flooded by contamina te d waste from 
a breached dam at BoMdan’s Los Rates mine, cibsa to 
SetfOta. 

The spill, described last week by Isabel Tocino, the Spanish 
environment minister. a$ a “presumed ecological crime", con- 
taminated rivers and farmland over a 2,T0Qha area. H also 
threatened wikfflfe in the Ca to Donate national park, one of 
the region's most important tourist sites. 

Ifoder the agreement a consultant appointed by Bofiden 
and working under local government supervision will assess 
the. net amount lost by formers unable to plant, harvest or sell 
produce. Bofiden reiterated it accepted no HabiRty for the 
dam's rupture and said it befieved payments made to formers 
would be covered by insurance. Greg Mdvor, Stockholm 

BUNDESTAG APPROVAL 
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Cartel law reform cleared 

Germany's lower house of parliament, the Bundestag, yester- 
day gave Its final approval to a revised cartel law, ending 
three years of wrangling with industry and poftical parties 
about plans to update competition rules. 

The reform, which brings German law Into fine with Euro- 
pean Union rules, doubles the annual turnover threshold for 
notifying mergers to the authorities to DMTbn (S565m) and 
orders companies to report merger plans in advance rather 
than retrospectiveiy. ft forbids companies abusing a market- 
dominating position and guarantees anonymity to small com- 
panies complaining to the German cartel office about abuses 
by bigger trading partners. 

Controversial additions to the law Include a ban on reteitera 
systematically setting goods at below cost price, and a special 
exemption giving the German football association the right to 
market television rights to games among the 36 Gentian 
league dubs. The law was approved yesterday by afl parties 
except the former communist Party of Democratic Socialism. 
Approval by the Bundesrat, Germany's second chamber, is 
considered caftan so that the law will enter force in 
1999. Peter Norman, Bonn 


GERMAN STATES 
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Environmental tax rebuff 

Germany’s constitutional court yesterday ruled that local 
authorities and federal states are not entitled to levy Jocaf 
environmental taxes on packaging and industrial waste. 

Judging a complaint by the McDonald's fast food restaurant 
chain, the court found the city of Kassel was wrong to impose 
a tax on the company’s n on-reusable packaging and utensils. 
It also backed five chemical companies in complaints against 
industrial waste taxes levied by the states of Beden-WQrttem- 
berg, Schteswig-Hotetan. Lower Saxony and Hesse. 

The court ruled such environmental levies are illegal as they 
contradict the federal government's waste management pol- 
icy, which is based on co-operation with industry. They there- 
fore put the affected companies at a commercial disadvan- 
tage. 

Yesterday’s ruling is important in principle, but its financial 
impact is unclear. Packaging taxes are levied in about 40 Ger- 
man towns only, while the states, except Schleswig-Hotstefn, 
had already stopped gathering waste taxes. Schleswig-Hol- 
stein yesterday announced a ciampdown on public spoking 
to meet the estimated DM1 00m ($56m) cost of paying back’, 
the industrial waste levy. Peter Norman 


EU SHIPBUILDING 


Subsidy proposals backed 

Etaopean Union industry ministers yesterday adopted propos- 
als by the European Commission to phase out operating sub- 
sidies to shipbuilders by the end of 2000. The deal is the first 
big reform to 30-year-old regulations which allow member 
-states to grant operational aid amounting to 9 per cent of the 
cost of every ship. 

ft substitutes regional aid of between 12.5 per cent End 
22.5 per cent of investment costs, depending on regional 
economic conditions. Regional aid is authorised under EU. 
taw, as pert of efforts to boost economic development and 
reduce unemployment The Commission has insisted that 
operating aid distorts competition in the single market 

The regulation was adopted by qualified majority (jess than 
30 per cent opposition) with Germany, Portugal and Sweden 
opposing it Greece abstained. Margaret Beckett, UK trade 
and industry secretary, chaired the meeting. She said the deaf 
addressed concerns over unfair pricing from outside the EU, 
as it included “arrangements for the Commission to 
monitor any potential unfair practices and to take necessary ' 
action". Samer tBkandar, Brussels 


GREEK PRIVATISATION 


Bank staff stage strike 

Workers at Ionian Bank, a state-controlled group, yesterday 
staged a one^Iay strike in protest against the decision by 
Greece’s Socialist government to offer a controlling stake to a 
private bidder. The government is trying to speed privatisation 
in the banking sector, which is dominated by inefficient state 
banks, ahead of the euro's launch next January. 

Yarmos Papantohkxj, the economy minister, said most of 
the 62 per cent stake in Ionian held by its parent group, Com- 
mercial Bank, would be sold in a tender offer through the 
Athens stock exchange. The disposal is expected to be com- 
pleted this summer. The proceeds from the sale would be 
used to strengthen Commercial's balance sheet rather than 
allocated to the budget 

The front-runner to acquire Ionian is Alpha Credit Bank, the 
blggdst private Greek bank. Economy ministry officials said 
preference would be given to a bidder willing to keep all Ioni- 
an's staff. Ionian, the tWrd-largest Greek state-controlled 
bank, has a staff of 3,000 and a market share of about 7 per 
cent. Kerin Hope, Athens 


NEO-NAZI GROUPS 




Sweden seeks joint action 

The Sweetish government has announced plans to set up an 
International task force to combat the rise of neo-Nazi group! 
and to curb the spread of extreme rightwing propaganda. Fa 
»gn ministry officials held talks yesterday with delegations 
from tha US and Britain aimed at agreeing a joint strategy fix 
such a task force at a conference in Stockholm. 

“We hope ft could be up and running before the autumn, “ t 
government spokesman said. If successful, membership of 
the task force could be widened to include Germany the 
Netherlands and Baltic States. Tim Burt; Stockholm 
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By Gorton Crarnb to Amsterdam 

J wmm.m'wmm 

Dutch business yesterday 
urged the next government 
to carry through market 
reforms initiated in the past 
four years, after Wednes- 
day's general election pro- 
duced a shift to the left. 

Hans Blank err, chairman 
of the main employers’ feder- 
ation, said a new coalition 
had to “continue with 
renewal" or face problems 
when the economic cycle 
next turned down. 

■ fo That would erode the 
* ■ improvements in employ- 
ment and state finances 
achieved under the outgoing 
coalition of Wim KoJS. prime 
minister, which had dra wn 
international acclaim. 

In the election, Mr Kok’s 
social democratic PvdA 
reinforced its position as the 
hugest single party. He will 
spend the coming weeks 
seeking agreement on a new 


programme with his existing 
partners, the free- market 
VVD and the centre-left D66, 
which has acted as a buffer 
.between the two mnir^ part- 
ners of the left-right coali- 
tion. 

Hie VVD had its best elec- 
toral outcome ever but D66 
was squeezed, as many of its 
voters deserted to the two 
bigger parties or bolstered 
the leftwing opposition. 

Mr Eok described Wednes- 
day's result as “an expres- 
sion of a wish for a stronger 
social policy". Gentt 7-aTm 
VVD finance minister, fired 
a warning shot saying; “We 
will not be brought in lust to 
implement the PvdA mani- 
festo." 

This signals a difficult 
period ahead in forming a 
new cabinet, even if D66 
overcomes its doubts that a 
reduced parliamentary pres- 
ence jus titles remaining in 
government. Els Borst, D86 
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leader and health minister, 
will struggle to land the 
three cabinet slots she says 
are needed for her party to 
make a significant contribu- 
tion to a new coalition. 

Hie record of the term just 
elapsed includes the creation 
of some 500,000 jobs, with 
unemployment running at 
half German or French lev- 
els. Consumers have wel- 
comed deregulation of shop 
opening hours and an 
assault on cartels which had 
kept prices high. 

Mr Eok, 59, Is a former 
trade union leader who has 
assumed the mantle of 
national father figure. Even 
among WD voters his per- 
sonal popularity is higher 
than that of their own 
leader, the prickly Euroscep- 
tic Frits Bolkestein. 

In an unusual post-elec- 
tion session, the outgoing 
parliament reconvened yes- 
terday to deal with issues 
which had emerged in the 
final weeks of the campaig n, 
including the European 
Union's Brussels summit. 

Parliament asked Mr Eok 
to supply a written account 
of deliberations there, amid 
unhappiness In many quar- 
ters at the hard line taken 
by Jacques Chirac, French 
president 

It also wants clarity on 
clashes between Winnie 
Sorgdra ger, justice minister, 
and her senior officials. Mrs 
Sorgdrager, one of four foil 
ministers from D66, said this 
month she would not seek a 
post this time. 
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‘Not-so-bad’ factor leaves 
Hungarian voters unmoved 

The economy is buoyant, but the government still cannot take 
the electorate's support for granted, writes Kester Eddy 


Hungary: make rro happy 
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I n the lost four years Hun- 
gary's fortunes have been 
transformed. The country 
is firmly on its way into the 
Nato military alliance, nego- 
tiations to join the European 
Union are formally under 
way, and its economic pros- 
pects are strongs' than at 
any time since the collapse 

Of CQffiTmmigyn 

As Hungarians go to the 
polls on Sunday in the first 
round of national' elections, 
however, Gyula Horn, Hun- 
gary's Socialist prime minis- 
ter, still cannot take a sec- 
ond victory for granted. 

The pain of the tough aus- 
terity measures launched in 
1995, which laid the founda- 
tions for the country's eco- 
nomic recovery, has been 
unevenly divided, both 
regionally and among the 
population. 

More foreign direct invest- 
ment has flowed into Hun- 
gary than into any other 
country in central and east 
Europe, hut much of it has 
been directed towards the 
west of the country and 
towards the capital Buda- 
pest. The poorer, more rural 
eastern regions have been 
left with unemployment lev- 
els far above the national 
average. 

At the same time pension- 
ers, who comprise almost 30 
per cent of the papulation of 
10.2m, have been hardest hit 
by the tough reforms, with 


the real value of pensions 
falling by about a quarter 
between 1995 and 1996. Real 
wages fen by about- 15 per 
cent in the same period. 

The economy is growing 
robustly again, and real 
wages rose last year by 
about 5 per cent, but Mr 
Horn has had a hard time 
establishing a “feel-good" 
factor in time for the elec- 
tion. It is more of a “not-so- 
bad" factor, although polls 
do show a rise in optimism, 
especially among the edu- 
cated and under-35s. 

The former communist 
Socialists and the liberal 
Free Democrats, the junior 
partner in the coalition gov- 
ernment, p-ia™ the last four 
years have established the 
basis for sustainable growth 
in Hungary. 

The country has never 
been in such a position, says 
Mr Ham, with gross domes- 
tic product up 4.4 per cent 
last year, exports of machin- 
ery up 50 per cent, and a 
current account deficit eas- 
ily covered by foreign direct 
investment 

About 75 per cent of the 
economy, including most of 
the banking sector, is priva- 
tised. says the government 
meaning that the bulk of 
economic restructuring is 
over. Unemployment is 
below 10 per cent and fall- 
ing, and although inflation is 
proving stubbornly difficult 


to curb it has fallen gradu- 
ally to 16 per cent The 
Budapest stock exchange 
has shown the strongest 
growth in the region. 

So. are Hungarians happy? 

Not at all, says Viktor 
Orban, the fast-talking 
young lawyer and leader of 
the Fidesz- Hungarian Civic 
party, which some polls have 
pat neck-and-neck with the 
Socialists at about 33 per 
cent of decided voters’ sup- 
port 

The Fidesz leader heads 
the personal popularity polls 
and under his vigorous - for- 
mer adherents say auto- 
cratic - leadership the party 
has swung to, and revived, 
the right 

Detractors say the party’s 
change of stance reveals a 
lack of principles. “If I bad 
to seD nuclear power plants, 
rd hire Orban.” says Laszlo 
Csaba, a leading economist. 

Mr Orban argues that only 
a small segment of society 
has benefited from the eco- 
nomic turnaround, that cor- 
ruption is rampant in high 
government, and that public 
safety is endangered on the 
streets by a crime wave. 

He cites a series of hand 
grenade or bomb attacks 
over the past two years, 
including three recent politi- 
cal bombings. 

The coalition has intro- 
duced wild west capitalism, 
Mr Orban maintains At the 
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same time, he says the coun- 
try needs even faster annual 
growth of around 7 per rent 
and lower taxes to reduce 
the underground economy. 

The coalition parties reply 
that the Fidesz figures sim- 
ply do not add up. and that 
its policies would plunge the 
country once again into a 
debt spiral. 

T he international commu- 
nity seems Tairly 
relaxed, whatever the 
outcome of the election. 
“The EU requirements mean 
that any government is 
boxed in, if it wishes to 
join," says a western diplo- 
mat. And all the main par- 
ties agreed on integration 
into Nato and the EU. 

At the beginning of the 
year the Socialists looked set 
to sweep back to power in 
the election, which begins on 


Sunday and is followed by a 
second round in two weeks. 
But their lead has been nar- 
rowing under pressure from 
the rejuvenated centre-right 
led by Fidesz. 

Szonda-Ipsos, a leading 
pollster, maintains the 
Socialists have a lead or 10 
percentage points with about 
34 per cent of support, but it 
admits tbe race is closer 
than it appeared at the turn 
or the year. 

A large number of voters 
are still undecided. 

The election has failed to 
excite great enthusiasm. In a 
working class pub in Buda- 
pest's 1st district. Attila Kiss 
says; "I’m voting Fidesz on 
Sunday, probably. But I 
think tbe Socialists will win. 

“I'm prepared for the pres- 
ent coalition to continue. I'm 
not happy, but I can live 
with it." 


Kiriyenko targets Russian state debt in push for 5% growth 


By Cbjstia Freeland to Moscow 

■■pin ■ kivwAia ■ ■■■ mm* ■■«■■■■■■■■■ phii ■■■ an mm 

Sergei Kiriyenko. Russia's 
new prime minister, yester- 
day vowed to slash the 
national debt and produce 
economic growth of a robust 
5 per cent a year by 2001. His 
pledge comes at a time when 
continued instability in Asia 
and other international mar- 
kets has unnerved investors, 
pushing up the price of Rus- 
sian government borrowing 


and squeezing the country's 
once vibrant equity market 

Mr Kiriyenko, who was 
elevated to the prime minis- 
ter's chair after a pitched 
political battle last month, 
promised that he and his 
team would act on President 
Boris Yeltsin’s instruction to 
jump-start Russia's stalled 
economy. 

At a meeting of the still 
incomplete cabinet, Mr Kiri- 
yenko mapped out a budget 


plan until 2001 under which 
animal inflation would fall 
to 3-7-45 per cent and eco- 
nomic growth would hit 5 
per cent 

To achieve this turnroond 
Mr Kiriyenko said the new 
cabinet would focus on 
reducing the state’s debt 
burden, which has become 
weightier as nervous mar- 
kets have demanded higher 
yields, pushing the interest 
rate on government bonds 


up to about 30 per cent. 

“It is precisely this cabinet 
of ministers who will have to 
take major decisions on 
macro-economic policy in 
accordance with the two 
restrictions set in the presi- 
dent's message - the budget 
deficit and the total govern- 
ment debt.** be said. 

“We have no alternative, 
the debts must be cut" 
Vladimir Petrov, first dep- 
uty finance minister, pre- 


dicted that debt servicing 
costs next year would eat up 
A3 per cent of Russia's gross 
domestic product and 
account for nearly a third of 
budgetary spending. How- 
ever, be forecast that by 2001 
debt servicing costs would 
drop to 3.5 per cent of GDP. 

Mr Petrov said the Rus- 
sian government, which is 
hoping to receive another 
tranche of its $S.2bn loan 
from the International Mone- 


tary Fund by next month, 
would stop borrowing from 
the IMF in 3000. 

Western economists have 
praised Mr Yeltsin's selec- 
tion of Mr Kiriyenko and his 
youthful, streamlined cabi- 
net, predicting it will be 
more committed to market 
reforms and better able to 
implement them than the 
previous government 

However, investors appear 
unconvinced. Wary of 


emerging markets in the 
wake of the Asian crisis and 
disappointed by the failure 
of the “dream team” of 
reformers Mr Yeltsin 
brought in to tbe cabinet 
last year. Russian markets 
have taken a sceptical view 
of the cabinet shake-up. 

“We've gone full circle 
from a period last summer 
when every piece of bad 
news was ignored," Martin 
Diggle, a director at Bruns- 


wick Warburg, a Moscow- 
based brokerage, said. 

“Now the market is 
choosing to ignore every 
piece of good news. Rather 
than giving the government 
the benefit of the doubt, and 
investing on the cabinet 
changes, people are looking 
for concrete results.” 

The RTS stock market 
index closed down 1.89 per 
cent yesterday, a 2.44 per 
cent fall since a week earlier. 
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Competitive edge gained from Opening up new markeu-Jusi one of die 

nunv opportunities attracting awn and more companies to the Internet. Yet often, then: just 
arent the right software solutions to exploit the freedom of this new medium. 

To profit from die Internet’s time, service and cost benefits, you need to 
integrate it into your internal holiness processes, and systems. An opportunity 
SAP* R-'3' enterprise solution software already delrwrs you today. 

Mote than -HI R/3 Internet applications can be installed immediirely and 
piudoctreely: for example, they allow your customer* co call up all order and 
delivery dara direct from the R/3 system via Internet ordering systems. Similarly, 
vuui suppliers and business partners can be easily catered for as well. It also allows 
yxmr staff and >«ur customers to access information and cany out adminismtwe 
Cub. VU the JnwrrwT from any location - of course ensuring at the same time 

(jiuint security for your internal data. 

R/3 not only gives you all tbe advantages of a network solution for your 

company - speed, flexibility and economic efficiency by directly HnkingJlT 
departments - bul -bo oil the freedom you need on the Internet. 


US solutions for the Internet and Intranet can be found 
on our Web fft« »t 
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By Sander Thornes in Jakarta 

Gen Wiranto, Indonesia's 
armed forces commander in 
chief, yesterday pleaded with 
students to cease their vio- 
lent agitation, as the rupiah 
hit a three-month law in 
response to continuing riots 
in Medan. 

The central bank raised 
interest rates by four to 13 
percentage points to help lift 
the rupiah back from its 
three-month low of Rpl0.200 
to the dollar to around 
RpS.600. But this still left the 
currency 20 per cent down 
from its level against the 
dollar just two days ago. 

High interest rates and the 
low rupiah are further hurt- 
ing the battered economy, 
undoing most of the immedi- 
ate positive impact from last 
week's release of $ibn in 
credits by the International 
Monetary Fund. 

The Jakarta stock 
exchange was boosted some- 
what yesterday after an ear- 
lier slump when traders 
bought shares also listed in 
New York, at depreciated 
rupiah prices, to sell them 
quickly Tor dollars in New 
York. Riots in Medan and 
violent protests in other 
main cities had scared off 
investors, who feared Presi- 
dent Suharto might either 
compromise economic 
reforms or use the rupiah’s 
decline as an argument for 
cracking down hard. 

Mr Wiranto defied such 
expectations, announcing 
instead the military would 
gather demands from stu- 
dents and other groups and 
put forward its own propos- 
als far political reforms in 
parliament. 

"ABRI [the military] wants 
to prove that it does not 
want to keep the status 
quo," he said, "but the 
reforms must be gradual and 
constitutional. " 

Mr Wiranto's tone was 
much more moderate than 
his remarks before and dur- 
ing a visit on Wednesday to 
Medan, a trading port in 
northern S uma tra thrown 
into chaos by severe rioting 



By Gfflan Tett in Tokyo 

Japanese government 
officials yesterday rushed to 
try to reassure the financial 
markets after government 
bond yields plunged to 
another startling low amid 
new concern about the risk 
of deflation. 

The yield on the bench- 
mark seven-year contract, 
known as 182, fell from 1.4 
per cent to touch ij 3S per 
cent, before i finally closing at 
1,36 percent. The fall set an ; 
historic global low for bond 
yields. It also marks the sec- 
ond day' of sharp decline, 
which has seen yields fall 
some nine basis points from 
the L435 per cent levels- they 
closed at two trading days 
ago. 

Officials at the ministry of 


international trade and 
industry yesterday insisted 
to the Japanese media that 
the decline was only "tempo- 
rary." Koji Tanami, top 
bureaucrat at the .finance 
ministry, denied the record 
low yields did not reflect a 
market panic about Japan. 

"Just because long-term 
Interest rates are faili n g, I 
don't agree with the view 
that that necessarily means 
the economic outlook is 
grim," Mr Tanami said. 

But the recent slump in 
bond yields has provoked.' 
debate - and alarm - among 
government officials, partic- 
ularly since until recently 
most economists believed it 
'almost impossible for- rates, 
to fall . as low as this in a 
mature western economy. 

The record lows have left 


Eisuke Sakakibara. Japan's 
vice minister of finance for 
international affairs, warn- 
ing recently that the. ..bond 
market was now in a quasi 
“bubble" situation TFhese 
[yields] are craiy lev- 
els. . . they imply "that people 

think the economy will col- 
lapse," he recently said. 

However, some .traders 
deny that current ' prices are 
"cmy" - and some suspect 
yieids’-could Call ey eft further 

in the coming weeks; As 
Masuhisa Kobayasbi of Mer- 
rill Lynch says: “Our central 
scenario is that yields Call to 
1 per cent this summer, 
unless a complete ‘Sell 
Japan' mentality develops." 

Bond prices are rising for 
two reasons. 

First is the growing inves- 
tor concern about the weak 


state of the economy, and in 
particular the risk of defla- 
tion.. A key factor behind 
yesterday's fall in bond 
yields, for example, was a 
comment from Yutaka 
Yamaguchi. deputy Bank of 
Japan governor, who hinted 
the bank may favour an 
interest rate cut Speaking to 

politicians he said the “over- 
all effect” from a cut in the 
discount rate might be "posi- 
tive" for the economy. 

In practice, there is little 
indication the bank plans to 
cut rates, which have been 
at record lows of <16 per cent 
for over two years. But Mr 
Yamaguchi 's comment sug- 
gests a rate rise is unlikely 
soon. This, in turn, has con- 
vinced some Japanese inves- 
tors, who own over 90 per 
cent of the Y25Q,QQ0bn 


(Si^SObn) government bond 
market,' that' bonds are an 
attractive domestic instru- 
xnait. Since last Tuesday, for 
example, city banks and life 
insurance companies have 
been raising their purchases. 

Although bond yields look 
low. if inflation falls even 
lower their current returns 

may.be better than from 

other instruments, such as 
equities. One fund manager 
at a leading Japanese asset 
management, group yester- 
day said: "As long as yields 
do not fell below 1 per cent, I 
think Japanese government 
bonds are still good value.” 

The second factor driving 
the market is that the gov- 
ernment - iwrfmHng Mr Salt- 
akibara's own finance minis- 
try - has been supporting 
prices by providing addi- 


tional demand for bonds. 
(Prices and yields move in 
opposite directions.) 

The Trust Fund Bureau in 
the finance ministry, which 

manages public pensions 
and the postal savings 
money, for example, has 
been buying bonds. This is 
partly because the postal 
savings deposits haw surged 
by YIS.QOOhn - car 6 per cent 
r in the last year, and 'thus 
forced the Trust - Fund 
Bureau to find new invest- 
ment instruments. The Bank 
of-Japan also recently raised 
its purchases. 

As Stephen Apted, a gen- 
eral manager of Nikko Secu- 
rities in Tokyo, says: "There 
is basically a huge weight of 
money now behind the mar- 
ket. I think it is going to stay 
wefl bid." 


A Jakarta money changer 
counts rupiah notes yesterday 

over the last few days. He 
had blamed “criminals” for 
pushing student protests out 
of control and ordered police 
to keep protests on campus. 

In practice some police 
have allowed peaceful pro- 
testers to march on the 
streets. Students at four 
campuses In Jakarta and one 
in Solo ignored his warnings 
and on some occasions 
pelted police with rocks yes- 
terday. 

President Suharto last 
weekend indicated he was 
willing to change election 
laws, allowing more than the 
three sanctioned parties to 
take part and introducing a 
district voting system. Such 
reforms would have been 
headline news a few months 
ago, but they are now dis- 
missed as too little too late 
by students wanting Mr 
Suharto to step down. 

The US State Department 
and Alexander Downer, Aus- 
tralia's foreign affairs minis- 
ter, called on Indonesia to 
show maximum restraint in 
quelling protests and to pro- 
tect the country’s ethnic Chi- 
nese minority, victimised in 
the riots in Medan. Local 
newspapers in Medan 
counted six dead, including 
two killed by security forces 
and four burned to death, 
with over 100 wounded. 


Japan’s hidden army of unemployed takes to the streets 


Michiyo Nakamoto 

on how the shock 
of dismissal is being 
borne by workers 


Japan model onempioyed 



M arils o Watanabe is not 
her real name - being 
identified as unem- 
ployed does not come easily 
to the Japanese. For two 
years the former secretary 
has drawn on her savings to 
maintain the lifestyle which 
she, like most Japanese of 
her generation, never 
believed would be threat- 
ened. 

"I like wine, so 1 don't 
want to give that up. and 
even though I should proba- 
bly move to a smaller apart- 
ment, at my age [50] it is 
difficult to lower your stan- 
dard of living," she says. 

Japan’s labour system 
used to be hailed as a model 
for the west Low unemploy- 
ment and compliant workers 
were tbe envy of western 
employers. But as the covin- 
try’s economy continues to 
be mired in one of the lon- 
gest slumps since the war. 
its much vaunted employ- 
ment system is showing dis- 
turbing signs of strain. 

Last week, as unemploy- 
ment hit a record, hundreds 
of thousands of Japanese 
workers and the unemployed 
took their unease to the 
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streets in the first May Day 
protest in seven years. 

"I cann ot accept the fact 
that I have been made 
redundant." says Hiroaki 
Yamada, 44, who lost his job 
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as a kimono salesman in 
March. Mr Yamada has a 
wife and two young children 
to support 

Sadako Katsuhara, 50, was 
farced to leave her job with a 


financial Information ser- 
vices company. Although 
she is determined to find a 
job soon, the job market is 
particularly harsh on women 
and on those over 40. 

"1 am very worried about 
the future,” she says. “I have 
not bear able to tell my par- 
ents that I am unemployed, 
for fear of causing them con- 
cern," she says. 

In March, Japan's unem- 
ployment rate rose to a 
record &9 per cent and the 
ratio of job offers to appli- 
cants worsened further to 
0.58, the worst since the sec- 
ond oil shock in 1979. 

The consensus is that 
worse is to come,, prompting 
fears that spreading unem- 
ployment could upset the 
social stability that has been 
a hallmark of Japan’s post- 
war economic success. 

"If the unemployment rate 
rises above 5 per cent, it will 
become a serious problem 
and something more drastic 
will have to be done. . 
warns Tadashi Hanami, 
Sophia University law pro- 
fessor and chairman of tbe 
Central Labour Standards 
Council, a ministry of labour 
advisory committee. 

So fax, the social impact 
has been limited. While 
crimes by the unemployed 
have nearly doubled from 
3,474 in 1992 to 6^26 in 1996, 


the Japanese propensity to 
save has meant that many 
who find themselves jobless 
are able to support them- 
selves even without welfare. 

Young people are often 
able to find part-time work 
in new service industries 
such as convenience stores 
and video rental shops. "The 
reason why young people 
who are unemployed, do not 
cause much trouble is 
because they are still able to 
maintain a certain standard 
of living." says Mr Hanami. 

However, tbe situation 
could deteriorate signifi- 
cantly if the Japanese econ- 
omy remains weak. 


F or one thing, Japanese 
unemployment benefits 
are provided for a maxi- 
mum of 300 days. The longer 
the economic slump contin- 
ues, the more people there 
will be who no longer 
receive welfare. And clearly 
there is a limit to the 
amount of ravings even the 
Japanese can turn to. 

Furthermore, unemploy- 
ment has been concentrated 
in two age groups - the 
young and the old. In March, 
the unadjusted unemploy- 
ment rate was 93 per cent in 
the i5-to-24-year-old age 
group and 5.1 per cent in the 
55-to-64-year-o1d age group, 
compared with an overall 


average of 4.1 per cent 

While this is partly 
because more young people 
voluntarily quit their job In 
the hope of finding better 
employment, it also reflects 
a tendency among Japanese 
companies to stop hiring in a 
downturn, points out Ken 
Okamura. strategist- at 
Dresdner Klein wort Benson. 

"That creates serious prob- 
lems because you have lots 
{if people who have never 
had jobs and arc shut out of 
the labour market” 

Older people, meanwhile, 
face age restrictions. "No 
matter what skills or experi- 
ence you have, anyone over 
35 faces this barrier," says 
Ms Watanabe. 

Furthermore. Japanese 
companies frown on speci- 
alisation so that most work- 
ers lack expertise that is 
readily transferable. 

T am too old to learn new 
skills.” says Mr Yamada. 
"But I am prepared to do 
anything, drive a taxi, even 
a truck.” Unfortunately for 
Mr Yamada, neither sectorls 
thriving. And government 
job creation has failed to 
make up for tbe decline in 
older industries. 

"The problem is that we’ve 
reached the limits of indus- 
trial policy and it's not dear 
what the new growth indus- 
tries are.” says Mr Okamura. 



China accuses Britain of ‘interference’ in HK 


NEWS DIGEST 


I ■■!■»■■■■«■■•«■ »■■■■•■ 0 mmmmmm | MM 


■■■■ a I M ■ 


By John Ridding hi Hong Kang 




China yesterday accused 
Britain of interfering in 
Hong Kong affairs, condemn- 
ing planned meetings 
between British consular 
officials and candidates 
in the territory’s forth- 
coming legislative elec- 
tions. 

“This action constitutes a 
direct interference in Hong 
Kong's affairs,” the foreign 
ministry said in Beijing. 

"It has aroused resent- 


ment of Hong Kong people." 

The ministry said meet- 
ings with candidates should 
be stopped immediately, 
hinting at the possibility of 
repercussions in bilateral 
relations. 

Sino-British ties have 
strengthened significantly 
since Hong Kong's smooth 
return to Chinese sover- 
eignty last Joly. 

Yesterday's statement by 
C hina marked a rare criti- 
cism of the UK and under- 
lined the sensitivity of the 


forthcoming polls. 

Tbe British consulate 
reacted with surprise to Chi- 
na’s stance. “We are not try- 
ing to interfere in any way 
in the internal affairs of the 
Special Administrative 
Region [Hong Kong], nor the 
election process," the consul- 
ate said. 

"We regularly talk to a 
wide range of contacts, 
including prominent politi- 
cians. We are just stepping 
up our contacts in the 
run-up to the elections 


because we are taking a 
close interest" 

A statement from the Brit- 
ish consulate said it was 
standard international prac- 
tice for diplomatic missions 
to "maintain contacts from 
all walks of life, including 
politicians". 

It said such meetings had 
generally been welcomed. 

"There is no question of 
the British consulate inter- 
fering In tbe internal 
affairs of China or the SAR," 
it said. 


China's foreign ministry 
office in the territory said 
the elections to the Legisla- 
tive Council were "entirely 
an internal matter within 
the high degree of autonomy 
enjoyed by the SAR". 

The foreign ministry said 
it was Inappropriate for for- 
eign consular offices to get 
involved "in whatever way" 
in matters concerning the 
elections. 

The elections are 
particularly sensitive 
because of criticism from 


pro-democracy groups con- 
cerning the rules for the 
poll 

Only 20 of the 60 seats will 
be open to the territory’s 
entire electorate, with the 
balance of seats chosen by a 
committee and functional 
constituencies. 

The franchise far the func- 
tional constituencies, profes- 
sional and social bodies, has 
been cut sharply since the 
previous 1995 elections, the 
last to be held under British 
sovereignty. 
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RESOLUTIONS OF THE ANNUAL GENERAL MEETING 
OF MOL HUNGARIAN OIL AND GAS COMPANY 

MOL Hungarian Oil and Gaa Company held la Annual General 
Meeting (AGM) on 29 April 1998. The ACM adopted the following 
substantial resolutions: 

1. The ACM approved the Report of the Board of Directors in 
respect of the 1997 financial yeat the re p o rt s of the independent 
auditor and the Supervisory Hoard on the 1997 unconsolidated 
and consolidated financial statements according to the Hungarian 
Accounting Regulations and approved the financial statements of 
MOL GO. for the 1997 financial year with profit after taxation of 
HOT 34,768.742.000, balance sheet total of HOT 500,762^39.000 
and the financial statements of the Group with profit after taxation 
of HUF 30,659.781,000 and a balance sheet total figure of HUF 
523,398, 1 32*000, 1 

Z The ACM approved to pay can a gross dividend of HUF 80 per 
share in mpea of the 1 997 financial year The Company will pub- 
lish a separate announcement on the dividend payment 

3- The AGM has authorised the Board of DireaDoa to purchase a 
yearly maximum of 900,000 shares until 30 April 2001 to cover the 
share incentive schemes implemented by the company. The mni- 
vum price of such shares shall not exc ee d the prevailing price of 
the MOL shares on the Budapest Stock 

4. The ACM approved mean to the Articles of Association: 

In section 3, new categories have been put into use as pan of the 
EU harmonisation process. The operations of the company have 
not changed in effect, however the names of activities and the sta- 
tistical number have been adapted to the new classification. To sec- 
tion 12 (rights of the General Meeting) a new subjection 12 (o) 
has been added: M2 (o) approval of the share cocnpensrion sys- 
tems for the Board of Directors depending on the Company's per- 
formance. based on die proposal of the Supervisory Board.* 
Section 54 has been amended to: "Tbe S upervis ory Board shall coo- 
tin of 3-6 members." 
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Hanoi bank chief 
gets go-ahead 


By Jonathan 


In Kami 


5. The ACM appointed Deloxtte ATbuche Hungary Kft tt> perform 
Che audit of financial reports for the 1998 financial year and ac ce pt- 
ed the appointment of Dt linos Nagy as the specific 
(license No.: 003755) and Aipddnc K6oya (licence no: 001224) as 
a substitute. Ddoitic & Tbncbc as auditor vnU recei ve an M Hit fee 
of HUP BO million plus VAT in respect of the audit of 1998 finan- 
cial statooenc. 


6. Tlae AGM elected or re-elected th t following Individuals to foe 

Sapezvisoty Board: 

B£la Nfawth (new member), Miklds Kuuris (new member)* 
dr lin os Safe , dt litvin Ligeti, Mzsef Kudela (employee represen- 
tative), Janos Ma|ar (employee rep resentative). 

7. The AGM approved the remuneration for the memben of the 
Board of Directors and foe Supcvtoy Board from 1 May 1998 as 
foOowx 

Remuneration for the Chairman of Board of Directors (when not 
under an employment e onti aa with foe Gompaxiy): 

95 MOL shares/ month 

Remuneration for memben of Board of Directors: 

36 MOLihire^moiuh 

Remuneration for Chairman of the Supervisory Board: 

HUP 205,000/mcmih 

Remuneretum for ^ ^n p tr ii ft my fffrard; 

HUF ISSiOQQ/mofifo 


HOSPITALITY BOXES 
AT TWICKENHAM 

A rare chance to watch rugby history unfold at one of 
the world's great sporting arenas is available with tbe 
planned construction of 32 new hospitality boxes at 
Twickenham for the 1998/99 season. 

So for an exceptional opportunity to secure a private 
box in the prestigious West Stand at the home of 
England Rugby contact: 

Tracy Fox-Yoang/Vid Newark 

0181 831 6660 


Marketing Department, 

Rogby Football Union, Twickenham TW1 IDS 
usmrile: 0181 891 4461 Web: http^/www.rftucom 


Vietnam's National 
Assembly has, as expected, 
confirmed the appointment 
of the country's first deputy 
prime minister, Nguyen Tan 
Dung, 49. as governor of the 
central State Bank, in a 
move the foreign financial 
community hopes wfl] lead 
I to new reforms of Vietnam’s 
troubled banking system. 

As deputy prime minister, 
Mr Dung already holds over- 
all responsibility for the 
economy, but he has no for- 
mal hanking experience. 

Phan Van Khai, the prime 
minister, suggested the new 
governor’s established politi- 
cal credentials could be 
more useful than b ankin g 
expertise in the task ahead. 
"There must he someone 
with enough power to bring 
about effective reforms and 
avoid the risks that can 
spark collapses,” he said. 

Coincidentally, the agenda 
facing the new governor was 
laid out by a new Interna- 
tional Monetary Fund coun- 
try-report on Vietnam, made 
available in Hanoi yesterday. 
The report repeated recent 
warnings from tbe World 
Bank that Vietnam’s bank- 
ing system remained 
weighed down by debt and 
vulnerable to an economic 
slowdown. 

Its recommendations 
included a call to restructure 
problem banks, to establish 
more effective banking 
supervision and to develop 
the money markets. 

The report also called for 
an overhaul of the four state- 
owned commercial banks 
which control 75 per omt of 



Russia rules out Kurile 
islands concessions 

Russia yesterday ruled out making concessions to Japan over 
foe disputed Kuriles islands off its Pacific coast. A Kremlin 
spokesman, Sergei Yastrzhembsky. said Russia was in no 
state to relinquish foe islands it seized at the end of foe sec- 
ond world war. "By all political rules Russia is categorically 
forbidden to discuss and decide questions of territorial 
demarcation with Japan or any other country” Mr Yas- 
trzhembsky said. 

Mr Yas tr zhembsky. who advises President Boris Yeltsin on 
foreign affairs, was speaking on a local radio station after foe 
latest round of talks between Russia and Japan ended In 
Moscow without a breakthrough. His comments seemed to 
dash Japanese hopes for any progress on the long-standing 
dispute. After an Informal meeting in Japan last month 
between Mr Yeltsin and foe Japanese prime minister, Ryutaro 
Hashdmoto, Tokyo had said Russia was prepared to move on 
the issue. 

The dispute has hampered closer bSaterel relations between 
the two. Japan, which ct ainis foe strategically Important r 
islands, as its Northern territories, has withheld large-scale aid 
for Russia because of foe dispute. Carfotte Galt, Moscow 


MALAYSIAN TRADE SURPLUS 
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Dung: bank reform hopes 

all credit in Vietnam. 

"Tbe first steps are the 
completion of audits and 
implementation of restruct- 
uring plans to address recap- 
italisation; Independence of 
bank managers from, politi- 
cal pressure; the possible 
break-up of each bank into 
smaller and more viable 
entities; and partial or full 
privatisation." 

Mr Dung has already said 
he will merge or close small 
private or "joint-stock" 

banks with debt problems, a 
move which could provoke 
resistance from politically 
powerful shareholders. He 
has also pledged to protect 
bank managers from pres- 
sure by local officials to 
make loans. 

Tbe appointment has been 
broadly welcomed by foreign 
bankers in Hanoi but con- 
cerns exist that Mr Dung’s 
other extensive commit- 
ments could distract his 
attention. "It all depends an 
his priorities," said one for- 
eign economist. 


Downturn cuts into imports 

Malaysia’s trade surplus widened to M$3.72bn (US$1 bn) irr 
March, from M$2.5bn in February, as the economic downturn 
cut into import growth and the weaker ringgit translated into 
higher, foreign-currency export earnings. Imports grew 223 
per cent to M$20.8bn In March, aver foe year-earlier 
period, while exports Increased at a fester 313 per cent - 
rate to MS24J5bn, the St a tisti c s Department reported 
yesterday. 

This year’s cumulative trade balance amounted to a 
M$3.8bn surplus, compared with a surplus of M$2,0bn in the 
year-eariier period. Electrical and electronic products were 
Malaysia's largest export earner, followed by palm oil- The 
country's leading trading partners wars foe US, Japan and 
Singapore, accounting for more than half the trade in foe first 
quarter. Shega McNulty, Kuala Lumpur 


NORTH-EAST CHINA 
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Province offers privatisation 

The north-eastern Chinese province of Heflongfiang is plan- 
ning to offer for sale about 1,000 small and medium sized 
State-owned enterprises to local and foreign Investors in June, 
an official Chinese newspaper said. 

The move provides further evidence of an acceleration in 
China's privatisation drive. The new push has come since Zhu 
Rongji was appointed premier in a session of the National 
People's Congress (parliament) in March. He has pledged that 
the state sector wiB emerge from its difficulties within three 
years. 

Other provinces in foe north east such as Liaoning and JUfo 
have embarked on similar sales programmes for state enter- 
prises. Mona than 1,000 small and medium-izad companies 
have been put on foe market In Shenyang, capital of Liaoning- 
over the last two months, municipal officials said. 

The official Workers Daily said foe Heilongjiang sale waste 
be open to any local or foreign company with the abffity to 
reinvigorate foe enterprises that they buy or acquire a stake 
In. James Kynge, Beipng 
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Netanyahu studies 

a tricky hand 


The Israeli prime minister has strengthened 
has to decide whether to join Washington's 

Bf Judy Dengway h Jerusalem Again, an acceleration of 

. , these talks was something 

Sunday s meeting of the Mr Netanyahu wanted all 
Israeli cabinet could be the along. 

most important since It And Anally, the third and 
came to power nearly two last troop pull-back win 
years ago. place In parallel to the flnqi 

Benjamin Netanyahu, status talks. This is qiyo 
Israeli prime minister, will something Mr Netanyahu 
have to use all his skills at wanted: tor Israel to hold as 
persuading, cajoling or fudg- many cards as possible far 
ing if he believes it 1 b in the final status negotiations. 

Israel's interests to accept a 

US plan discussed this week 

in London by Madeleine *You hdve tO asfc 
Albright, US secretary of 

state. Is Netanyahu 

Dennis Ross, the US Mid- 
east envoy, was due back in using the 
the region last ni g h t to rally 

support for the us plan, nationalist card to 

which has been made more 

than attractive to Mr Netan- procrastinate ? 1 


Sunday's meeting of the 
Israeli cabinet could be the 
most important since it 
came to power nearly two 
years ago. 

Benjamin Netanyahu, 
Israeli prime minister, will 
have to use all his skills at 
persuading, cajoling or fudg- 
ing if he believes it 1 b in 
Israel's interests to accept a 
US plan discussed this week 
in London by Madeleine 
Albright, US secretary of 
state. 

Dennis Ross, the US Mid- 
east envoy, was due back in 
the region last ni g h t to rally 
support for the US plan, 
which has been made more 
than attractive to Mr Netan- 
yahu. 

ft has lowered Palestinian 
expectations of the amount 
of land it might get back in a 
second Israeli troop pull- 
back from the West Bank 
Aram 80 to 13 per cent 

It will push forward final 
status talks which will ulti- 
mately delineate Israel's bor- 
ders. They will determine 
tiie future of the Jewish set- 
tlements and Jerusalem. 


to 
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So why then should his 
cabinet not accept the pack- 
age Mrs Albright has drawn 
up, and send Mr Netanyahu 
off to Washington early next 
week? 

Mr Netanyahu has repeat- 
edly said his hands are tied 
by the nationalists and set- 
tlers. Apart from security 
concerns, they are the rea- 


his cards. Now he 
game 

sou Israel cannot hand back 
even 9 per cent of land to the 
Palestinians in the second 
pull-back. 

Certainly the. cabinet has 
become more hawkish since 
the resignations ofDanMeri- 
dor, the finance minister, 
and David Levy, the foreign 
minister. 

Because of tills, Mr Netan- 
yahu. has claimed that dis- 
cussion of a third Israeli 
troop withdrawal from the 
West Bank is impossible 
before the launch, of the final 
status talks. This is despite 
Abe fact that Mr Netanyahu 
himself agreed in the Janu- 
ary 1997 Hebron accord to 
complete all the pull-backs 
by mld-1998. 

Yet if Mr Netanyahu 
believes his bands are tied 
by the nationalists and set- 
tlers, many moderate mem- 
bers of fais Likud, party and 
the opposition ask why he 
should knot them tighter by 
negotiating to bri ng fate the 
government Moledet, the 
extreme and racist party 
which advocates the transfer 
of Israeli Arabs across the 
Jordan river. 

Yesterday, the government 
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Netanyahu onto peace taflm 


yastarUay with UxJ Landau, chairman of the Knaaast foreign affak* and 
abfnet accept tha pentad* hfca Atoright ha* <frawn up and sand Mr 
in Washington next week? Rasa 
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BCCI may pay 
fresh dividend 


By Jim Kefly, 


said it had far the moment 
stopped negotiations. “You 
have to ask yourself: is 
Netanyahu using the nation- 
alist card to procrastinate? 1 
said a western diplomat. 

Mrs Albright said she 
believed Mr Netanyahu was 
in a strong enough position 
to sign up to the US propos- 
als. After all, it is likely that 
Shas, the ultra-orthodox 
party in the coalition, the 
moderate Third Way Party 


and Yisrael Ba’ Aliya, the 
Russian, emigrants party 
would sign. This could give 
Mr Netanyahu a majority, 
however slender, in his 17 
member cabinet And in the 
Knesset, the opposition 
Labour Party would vote for 
the US plan. 

Mr Netanyahu therefore 
appears to be in a strong 
enough position to call the 
bluff of the nationalist 
which has in the past threat- 


ened to topple Ms gove r n- 

But he remains reluctant 
to do ibis. He knows it will 
split the right wing which he 
has so carefully tried to 
bring under one Tm ^hTylla in 
preparation for the next elec- 
tion. 

He is reluctant to call its 
bluff far another reason. If 
he survives, he wffl no lon- 
ger be able to use the nation- 
alist card as a stalling tactic. 


The liquidators of the Bank 
of Credit and Commerce 
International (BCCI) - which 
collapsed seven years ago - 
have recommended that a 
second dividend be paid to 
worldwide creditors of the 
bank. 

If this is confirmed by 
courts in Luxembourg, 
where the bank was regis- 
tered, cre di tors will receive a 
dividend of 18.4 per cent of 
what they are owed, by June 
80. This would bring the 
total dividend paid to 42.9 
per cent, well above esti- 
mates made as recently as 
last year. 

When the bank failed it 
was found to have liabilities 
in excess of $X0bn and imme- 
diate action was taken to 
secure what assets remained 
in branches in more than 100 
countries. It was the biggest 
ever global liquidation. 

The second dividend repre- 
sents a payment approach- 
ing $2bn and is about 7 per 
cent higher than forecasts 
made at the end of last year. 
“This is really good news 
and much better than expec- 
ted," said one official con- 
nected to the case in Lon- 
don. 


The bank was dosed by 
regulators in 1991 after the 
discovery of the biggest 
fraud In hanking history. Ini- 
tial expectations among 
creditors were for a total div- 
idend of between 10 and IS 
per cent. 

A third dividend is expec- 
ted, and further Income 
could flow from court 
actions, including one 
against the Bank of England 
for allegedly failing to regu- 
late BCCI properly. The liq- 
uidators at accountants 
Delottte & Touche are also 
seeking damages from at 
auditors Price Waterhouse. 

Creditors will welcome the 
Speed of the payment as the 
liquidators have come under 
pressure to justify the time 
and expense of their 
operations. Last year a Lux- 
embourg court cut fees paid 
to liquidators in the after- 
math of the collapse by Elm. 
Accountants point to the 
remarkable level of recov- 
eries so for and the prospect 
of a final total dividend 
approaching 60 per cent - an 
unthinkable result when the 
bank failed. The rescue of 
assets from the bank 
required the organisation of 
a global liquidation of 
unprecedented size and com- 
plexity. 
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Saudi telephone 
privatisation enters 
crucial stage 

Robin Allen reports on the kingdom's 
biggest state enterprise sell-off 

N early six weeks ahead Among STC’s priori t 
of schedule, with a Mr al-Jehani said, is 
speed that has sur- choice of financial ad vis 


N early six weeks ahead 
of schedule, with e 
speed that has sur- 
prised many businessmen, 
Saudi Telecommunications 
Company has taken over the 
running of the kingdom's 
hugely profitable telephone 
services, marking the begin- 
ning of a crucial second 
stage of Saudi Arabia's larg- 
est privatisation programme 
in more than a decade. 

The first stage started last 
December with the cabinet's 
decision to hive off all the 
operations of the Post & 
Telecommunications minis- 
try, leaving only its regula- 
tory rote and the partly-sub- 
sidised postal services, 
which will be sold In a pro- 
cess starting next month. 

The thrust of the pri- 
vatisation effort, however, is 
directed at the state’s tele- 
phone services. 

If All al-Jehani, PTT minis- 
ter, stick to his time- 
table, the second stage wfll 
culminate, in early 2000, 
with an initial public offer- 
ing of the first tranche of 
24m shares in STC, whose 
nominal capital, SR12bn 
(S&Zbn), represents, accord- 
ing to al-Jehani, the esti- 
mated book value of PTT 


“I stress 'book value’." 
said Mr al-Jehani, “because 
we think the market value is 
flour or five times that STC’s 
total 1998 revenues could be 
some SRlttm-SRUbn." 

The pricing of the first 
public share issue, however, 
as weft as Its scale and struc- 
ture. will depend on STC’s 
first financial statement 
which will not be ready until 
weft into next year. 

"Once that is done." Mr al- 
Jehani said, “we will go to 
the cabinet with our sugges- 
tions, and it will decide how 
STC should be floated." 

According to Mr al-Jehani, 
both Fahd, who is also 
the prime minister, and 
crown prince Abdullah who 
has recently choired many, 
cabinet meetings, are "very 
supportive about the privati- 
sation and always have 
been, provided an idea is 
well presented". 

Last week, in a speech to 
the Jeddah, chamber of com- 
merce, King Fahd repeated 
his belief that the private 
sector “has the potential" to 
hat -ft over many public sector 
faculties and services. 

Ur al-Jehani described as 
"absolute guesswork" sug- 
gestions that the govern- 
ment would sell 80 per 
of STCs equity and retain 20 
per cent. "I will do every- 
thing I can to ensure the 
state does not retain any- 
thing in the long run, " be 

*3111 at the beginning, the 
government will certainly 
retain a share. We cannot 
unload all the equity at one 
htwa; the market to not that 
big* on assessment disputed 
by many bankers who point 
liar a start, to the estixn&ted 
SSOObn of private sector capV- 
tal, much of it abroadi 
belonging to fewer than 
90,000 Individuals from tne 
ruling Al-Saud family down- 
wards. 


Among STC's priorities, 
Mr al-Jehani said, is tha 
choice of financial advisers, 
"most likely a major interna- 
tional investment bank and 
another organisation like the 
World Bank" to complement 
the work so far done exclu- 
sively by Rana, a Riyadh 
investment advisory firm. 

STC has to decide cm the 
nominal share value, any- 
thing from SR50-SR500 for 
the initial public offering. 
“Only applications from 
Saudi citizens will be taken,” 
said al-Jehani, "and while 
the - thinking Is to spread the 
net as wide as possible, we 
do not want to make it so 
outrageously cheap that we 
end up with mUltans of sin- 
gteshsre owners. V 

According to one Saudi 
banka’ familiar with STC’s 
flotation, the board Is consid- 
ering faking a leaf out of 
New Zealand’s book by invit- 
ing in a strategic foreign 
equity partner for a specific 
period. 

“It Trt.fcpg abundant 
for a foreign company's 
experience to be used this 
way. But given our officials’ 
well-known paranoia over 
letting foreigners into ‘stra- 
tegic sectors' of the econ- 
omy, it may be difficult for 
al-Jehani to sell this notion. 1 * 


S TC intends to impose a 
Unii t an tiie number of 
shares to be allocated to 
individuals in an attempt to 
prevent a few “strategic” 
investors from gaining a 
stranglehold on the new 
issue. “At least that is my 
personal preference,” Mr al- 
Jehani said. 

Bankers, however, caution 
against undue optimism on 
this score, In a market which 
lacks registered market-mak- 
ers, where insider trading, 
although offidafty illegal, is 
the norm because the law is 
not enforced. 

At least STCs restructur- 
ing, they say, will not be 
bedevilled by state subsidies 
qnd unpaid bills like the 
state power and electricity 
sectors, and the . country’s 
airline. In the power sector 
tb ps? two items cost nearly 
$2bn a year. 

PTT subsidies, according 
to Mr al-Jehani, have been 
confined- to the post office 
services and cost only 

SR200m a year. He declined 

to comment on the scale of 
nnpnlri bills, which econo- 
mists say come to less than 
S8200m. 

Many of the princes, esti- 
mated at about 5,000, and 
their families, as weft as 
bankrupt stale institutions 
are notorious for not paying 
their bills. 

Two solutions have been 
suggested to overcame the 
problem of "delinquent" 
flfwiimte The first method, 
expressed fast December by 
information minister Fouad 
atFaxsl, echoing cabinet sen- 
timent, was: "All subscrib- 
er without exception, will 
have to pay their MBs regu- 
larly." 

The second method, said 
to be Mr al-Jehani ’s pre- 
ferred solution, i&t simply: 
“Cut off their telephones.” 
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We're climbing to new heights of innovation. 


Additives 


Consumer Care 


Performance 

Polymers 


Pigments 


Every day we transform 
products and substances Into 
thousands of applications 
worldwide. Now we've 
transformed ourerivts into 
an exdting new breed of 
company. Like every natural 
evolution it has happened 
with good reason. 

Qba Specialty Chemicals has 
developed to anticipate and 


meet customers' changing 
needs, now and Into the next 
century. We are already 
generating sales In 117 global 
markets, but we're looking 
even further afield. Our new 
company Is flexible, agile and 
quick to react We will 
constantly deliver the brightest 
solutions to every fresh 
challenge. We're Investing 


more and more in research 
and development so expect 
to see ever greater heights of 
innovation wherever you see 
the sign of the butterfly. 

For more Information on the 
company that’s transforming 
the specialty chemicals sector, 
fax + 41 61 636 3019 or 
visit our Website at 
http-J/tvww.cfbasccom 
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Textile Dyes 


CB» Speda tty Chemicals 


Vblue beyond chemistry 
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ASIAN CRISIS GREENSPAN SEES INTERBANK LENDING AS ACHILLES HEEL OF INTERNATIONAL FINANCIAL-SYSTEM 
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Fed chief warns over interbank lending 


By Stepbeo FMfer 
fa Washington 


■ nmMtaaaimiHI 


Alan Greenspan. US Federal 
Reserve chairman, yesterday 
described lending between 
international banks as “the 
Achilles’ heel of the Interna- 
tional financial system”. He 
also suggested curbs on 
interbank lending could be 
one appropriate response to 
Asia’s financial crisis. 

In a speech prepared for a 
Chicago conference on bank 
structure and competition. 


Mr Greenspan said expecta- 
tions borrowing banks In 
Asia would be bailed out by 
financial authorities had 
probably Increased levels of 
cross border interbank lend- 
ing. 

“This would suggest 
resource misallocation. 
Accordingly it might be use- 
ful to consider ways In 
which some added discipline 
could be Imposed on either 
debtor or creditor banks," he 
said. Capital requirements 
could be raised on borrowing 


banks by making the 
amount of capital banks 
were required to hold depen- 
dent not just on a bank's 
assets but also on the nature 
of its funding, be said. 

If capital requirements 
were increased in response 
to excessive short-term fund- 
ing by a bank, this would 
provide “a larger cushion for 
the sovereign guarantor in 
the event of a bank's failure. 
That is, it would shift mare 
of the burden of the failure 
an to the private sector.” 


Alternati vely t he issue 
could be addressed by charg- 
ing banks for the existence 
of a sovereign guarantee, 
“particularly in more vulner- 
able countries where that 
guarantee Is more likely to 
be called upon, and whose 
cost might deter some aber- 
rant boirowing".-Aiith 0 rtties 

could charge as explicit pre- 
mium or could impose 
reserve requirements, pay- 
ing low or no interest- on 
intesbank liabilities. 

Mr Greenspan also. 


suggested, lending banks 
could be asked to pay an 
increased capital charge. 
’“Under the Basle capital 
accord, short-term claims on 
banks from any . country 
carry only a 20 per cent risk 
weight" *nifi’hJgher cost to 
tending hanks If .the -risk 
weighting., were-, to be 
increased would -presumably 
be passed on to baxrowing 
banks, he said, tins would. 
enoonragB borrowing banks 
to reduce total borrowing or 
to shift borrowing to non- 


bank sources. 

It night also encourage 
securitisation by lending 
banks of /their short-terin 
looms. ~ in ' either case Hume 
would tendtabe a reduction 
in Interbank exposures, “a 
significant source of sys- 
temic risk”.- tie risk of dfa-j 
noting .the interhank mar- 
ket - to the point whore the 
costs of regulation would 
exceed the benefits of -cut- 
ting interbank exposure -. 
would have to be considered, 
he said.. ' ' 


Province in talks on anti-logging c ampaig n 


By Leyta Boulton in London aad 
Edward AJden in Toronto 

The government of British 
Columbia is holding talks 
with Greenpeace and for- 
estry companies to try to 
end the pressure group’s 
damaging campaign against 
the Canadian province's tim- 
ber exports. 

The environmentalist pres- 
sure group says the sus- 
tained felling of old forests 
in the province's central 
coast area threatens a rare 
and valuable rainforest 

As an increasing number 
of the industry's customers 
have started to seek alterna- 
tive suppliers, Canadian offi- 
cials and companies have 
begun seeking an accommo- 
dation with environmental- 
ists. 

Derek Thompson, the for- 
ests ministry official who is 
leading the discussions, said 
yesterday it would become 
clear if the talks would suc- 
ceed In the next week. 

The BC government, he 
said, had been trying to find 
a means to bring Greenpeace 
and other environmental 
groups into a two-year pro- 
cess for planning land use in 
the central coast region, 
which the groups have so far 
boycotted. 

John Sauven. a Green- 
peace forestry campaigner in 
London, said groups such as 
Greenpeace and Canada's 
Sierra Club were willing to 
join if the Industry agreed to 
a two-year moratorium on 
clear-cutting of old-growth 


forests. 

Last month, Tom Step- 
hens, the head of Macmillan 
Bloedel, one of three big 
companies operating in the 
region, announced the com- 
pany was considering ending 
clear-cutting in old forests. 

“We are hearing more and 
more from our customers 
that they and their custom- 
ers don’t want wood from 
old growth dear-cuts.” Mr 
Stephens said. “More and 
more we are asking - our- 
selves if clear-cutting old 
growth is the best economic 
harvesting method.” 

Ric Slaco, chief forester for 
Interior, another company, 
said it was “definitely not 
considering a moratorium on 
all areas”. But he noted that 
the company had recently 
halted road-building in one 
area as a good faith gesture, 
and was willing to consider 
an end to clear-cut logging. 

The companies have 
clearly been hurt by the boy- 
cott c amp ai gn. Mr Slaco said 
it posed a threat to the BC 
industry and had probably 
lost it some business. 

In March, Greenpeace 
switched the focus of its 
campaign to the UK, the big- 
gest European importer of 
timber such as cedar and 
hemlock from British Colum- 
bia, which is used to make 
garden furniture. 

Customers which have 

announced plans to switch 
suppliers of timber or pulp 
over the past year Include 
UK retailers of timber prod- 
ucts, such as B&Q and Do It 



Logging in British Columbia: Customers are turning against clear-cutting - 

AH, and, among chemical The industry has previ- Forestry Stewardship Coun- 
companies, Courtaulds of the ously rejected environmen- c 11 - an international 
UK and Union Carbide of the talists’ and customers’ sug- sch ema set up to identify 
US. gestlons that it join the. timber stocks produced in an 


Tourism British Columbia 

envir onmentall y sustainable 
manner. It has said the 
scheme gives too much 
power to environmentalists. 


CONTRACTS & TENDERS 


SALES ANNOVNCB/tBYT OF A COMPANY COMPLEX AT A FURTHER REDUCED PRICE 

By order of the Mnistry of industry, Commerce and Crafts released on 21/04/1998, the 

Extraord inary Commissioner of the EULARIO Sj)A Company and of the LH.S. LARIO 

HELICOPTER SERVICE S.r.L. both imder extraordinary administration, is putttog up for sale the 

above mentioned Company Complex, and in detaH : 

1) The Company Complex for sale Includes helicopters, engine equipment, warehouse and 
content, the buyer is to take on aD the errpkjyees of the two c om panies (28 parts, 45 
technical and administrative staff members and 1 director) 

2) The fbBowing company-owned heliooptera are to be included : 

ALOUETTE i-CRSR 1979 
A 109 l-PCLE 1980 
LAMA l-EPEP 1990 
LAMA LELPA 1991 
AB 412 l-AGSF 1991 
A 109 l-DVCM 1992 
LAMA H.OGI 1992 
LAMA HCGR 1994 
A 109 l-AGSL 1994 
ALOUETTE i-ELT0 1994 
AB412 (-CGCL 1994 
LAMA I-AV1F 1995 
A 109 l-CRBM 1996 
ECUREUIL LAIOM996 
ECUREUIL l-HEDD 1996 

3) The reduced base price is UL 17,548,000,000=, as per sworn appraiser's estimate with 
reference to its soidity at 31/12/96, save adjustments subsequent to variation of assets and 
surplus. 

4) Possible extended payments, not exceeding 36 months, wffl be sifofect to Prime-Rate ABi 
interest rates jncreased by one ft, with fidejussor guarantees from major bank instftules. 

conditions included in the document named Tnvtta aOe 


5) Acquisition offers must comply to the 

presenfazfone di efforts srevocabte efi ecqu/sto' which can be 
Companv Fteadquarters in Coflco (LC). Zona Industrials, Tel. 
+39/341/9305 36 . 


obtained 
+39/341/9401 


through 

140126, 


the 

fox 


The offer must necessarfly be complete with : 

• a management plan presentation to sBow evaluation on srSingness and abffity to 
guarantee, according to own procedures, continufty of business and production activities, 

• a sound commitment and guarantee to continue the business, preservation of 
employment for the current year and the coming two. 

6) The offer must be consigned in a sealed envelope marked : Tif. : Bando per la vendlta del 
comptesso aziendaie deSe sodetft □ Sarto s.p.a. in onvnintstrazione straortfriaria ed LH.S. 
Lario Heficopter Service s.r.i. In amrr d nistr az ione straonflnaria*. to Mr. Leonardo Soresi, 
Notary, Via Senate 22, Mian by 16“ June 1998 by 4.00 pm 

7) The offer must also Indude a banker's draft made payable to EULARIO S.pA. in 
amministraznne streordinaria. for 10ft of the offering price as a caution deposit ; should the 
offer not qualify, the deposit amount wifl be returned, wfthout interest, within 10 days of 
irrevocabSty of offers. 

8) The transfer w3 be made prior to executions relating to art 47. 5“ comma of Lawn. 428/90. 

9) AH expenses relating to the sate are to be bom by the buyer. 

10) This announcement soiefy represents an invitation to place an offer, and It Is not a public offer 
as in art 1336 of the Civil Code, nor a sofidtation for public saving. 

For further details and to obtain the required documentation, contact Mr. Gianmario Bettlga, 
EKterio S.pA in extraordinary administration - Tei +39/0341/940126 - CoUoo. 

The Commissioner 
(Giorgio Cumin) 
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OFFICE BLOCK FOR THE 
DEPARTMENT OF TAXES AND 
ATTORNEY GENERAL’S CHAMBERS 

Tenders are invited for the construction and completion or the following:- 

Construction of an Office Building in the Government Enclave, Gaborone, Botswana. The height of the 
building varies; minimum three basements, ground floor and three upper floors and maximum three 
basements, ground floor and twelve upper floors. The building, with a full height central atrium, has an 
overall height of approximately sixty metres with an approximate depth of basements of twelve metres* 
The approximate floor area of building is 20,000nr plus 18.000m 2 of bascmcnL Associated racmaJ 
works which, due to the confined nature of the site, wfll not be extensive. 

Tender documents will be available for collection from 2Qlh May 1998 an application to the Director, 
Department of Architecture and Building Services. Private Bag 0025, Gaborone. Botswana (DABS QS 
Section. Government Enclave. Gaborone!. International ccnderexs wishing to collect lender 
will he required to make their own arrangements in this regard. 

Tenders shall be delivered to reach the Director, Central Tender Board. Private Bag 0058, Gaborone 
or ro Room 202. New Ministry of Finance and Development Planning Budding. NOT LAT ER THAN 
HUM HOURS ON WEDNESDAY 8TH JULY 1998 when tenders will be opened in the presence of 
tenderers wishing to attend 

Notwithstanding anything in the foregoing, the Government of Botswana Is not bound to accept the 
lowest or any tender nor incur any expense in the preparation thereof. 

KJL Semdameli' 

Secretary Central Tender Board 
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Brazilian Reform 
telecoms bill’s 
sale still defeat is 
on track setback 


Appointments 

Advertising 


appeals In the UK ectttkm 
every Monday, Wednesday 
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International edition 
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Toby Ftoden-Crofts 
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By Geoff Dyer fa Brasfia 

The Brazilian government 
plans to keep to its ambi- 
tions timetable to sell Tele- 
brfis, the state-controlled 
telecoms bolding company, 
by the end of July, despite 
speculation the privatisation 
will suffer delays. 

Mr Luiz Carlos Mendonqa 
de Bairds, new. minister for 
communications, said in an 
interview that the 12 Tele; 
brfis operating companies 
would be sold in a series of 
auctions in the last two 
weeks of July. 

He also indicated that the 
consortia bidding for the 12 
companies would not have 
to include a telecoms opera- 
tor. and payment would be 
staggered over a year, to 
ease the raising of finance 
for the privatisations. 

The sale of Telebris is 
expected to raise at least 
$20bn. making it one of the 
biggest privatisations ever 
attempted. The company has 
attracted many leading tele- 
coms groups. The upbeat 
comments from Mr Men- 
donpa de Barros followed 
some indications that pro- 
cess mi ght be delayed. 

While analysts are expect- 
ing some slippage, long 
delay could unnerve inves- 
tors, given the importance of 
foreign investment for Bra- 
zil's economic stability. Mr 
Mendonea de Barros, former 
president of the National 
Development Bank (BNDES), 
said -bids for the 12 compa- 
nies would be entered on 
July 15, then be opened in an 
order to be decided. 

It was important to com- 
plete the sales by the end of 
July, so the process did not 
gBt mixed Up In nampalgning 
for the October general elec- 
tions. But he did not rule out 
delays from legal challenges. 

The government was put- 
ting the finishing touches on 
a payment scheme to ease 
pressure on financing, by 
allowing buyers to pay part 
up-front, probably 40 per 
cent, then stagger the rest of 
the payments over a year. 

Bankers have expressed 
concern that given the sums 
Involved, it could be hard to 
put together bridge loans for 
all the sales In such a abort 
time. 


By Geoff Dyer 

Brazil's -efforts to rein in its 
large budget deficit have suf- 
fered a serious setback after 
the lower house of Congress 
rejected one of the central 
parts of a bill to reform the 
social security system. 

The government fen just 
one vote short of defeating 
an opposition amauimanl to 
the bill, which removes the 
clause that establishes a 
minim um rvtirenrwnt age in 
Brazil for the first time. 

The vote late on Wednes- 
day was the first Important 
test of political strength 
since the death last month of 
the government's two princi- 
pal negotiators with Con- 
gress, Luiz Eduardo MagaL 
hdes. leader of the 
government in the lower 
house, and . Sfirgio Motta, 
who was communications 
minister. 

The failure to defeat the 
opposition amendment sug- 
gests the riwithg have signifi- 
cantly weakened the govern- 
ment's ability to organise its 
supporters in Congress. 

Political analysts said it 
would now be very difficult 
for the government to get 
the pension reform bill 
approved before the October 
general elections. 

The government surprised 

investors earlier this week 
by announcing another 
sharp rise in the budget defi- 
cit, which reached 6.5 per 
cent of gross domestic prod- 
uct in the 12 months to the 
end of March, in spite of 
record tax collection. 

Economists believe the 
deficit is the biggest threat 
facing the economy. The S5o 
Paulo stock exchange fell 
0.44 per cent yesterday 
morning on the news. 

The reform of the pension 
system, which is ex pe cted to 
show a deficit of up to R$5hn 
(US$4.4bn) fids year, is the 
main plank of the govern- 
ment's drive to reduce 
spending. However, the 
reform had to be rewritten 
after the lower house emas- 
culated an earlier version. 

At a bastfly called news 
conference yesterday. Presi- 
dent Fernando Henrique 
Cardoso played down the 
Impact of the legislative 
defeat. 
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New chief accountant 
appointed at SEC 

The US Securities and Exchange Commfesion has appointed 
the-vice-presidentaf a Cotorado^based high-tech company as 
fts new -chief accountant in bme tor him to play a critical rote 
in the- development of international accounting standards. 

After several months of Interviewing candidates - Including 
several leading a cademics and partners at file Big Six 
accountancy thins - Arthur Levitt, chairman of the SEC. yes- 
terday announced too appointment of Lynn Tlvner. 

J-Hs ap pointme nt, arguably the most powerful to world finan- 
dd rep o rting, fafis less than a year before the world's leading 
stock market regulators meet to decide whether they can 

endorse International Accounting Standards for cross-border 
flsfings. The SEC has an effective veto on IOSCO - the dub 
of stock market regulators - and its view is expected to sig- 
nal whether the new “financial passport” provided by Interna- 
tonal standards can be used on exchanges in the US, Can- 
ada and Tokyo where they sre currently barred. 

Jfan Kefly, Accountancy Correspondent 


US ECONOM Y •' ■ ; 

Productivity rise, slows 

US workers' productivity, which has been rising sharply for 
the last two years raising hopes of a long-term shift in US 
economic performance, showed slower growth in the first 
three months of 1998, the Labour Department reported yes- 
terday. Non-agrtcutturaJ productivity rose at a seasonally 
a dj u ste d -annual rate of just 0.2 per cent to the three months 
to March, its weakest rate In. mare than a year, white earnings 
continued to rise at a firm pace. 

The combination meant companies’ labour costs grew rap- 
idly in the first quarter - unit labour costs rose at a rate of 3.8 
per cent, the same as to the last three months of lest year. 

-That sparked some concerns that inflationary pressures might j 
be bidding in US labour markets and financial markets drifted 
lower to response. At noon the Dow Jones industrial Average 
was 36 pofaits lower at 94)18. Gerard Baker, Was hin gton 


VENEZUELAN GROWTH 


Forecast revised down 

Amid an already bleak economic outlook, the Venezuelan 
govern m ent has revised Its 1.998 economic growth forecast 
down and announced an.tocreasa.ln the budget deficit 
Freddy Rojas Parra, finance minister, told the congressional 
finance committee that growth in gross domestic product this 
year would not exceed O.S per cent, down from an already 
.revised forecast of 2 percent He sad the central govern- 
ment’s 1998 budget deficit would anountto 3.5 per cent of 
GDP, up from an earlier forecast 2J5 per cent 
The public sector’s consolidated budget deficit, including 
public institutions and enterprises, would total 4.36 per cent 
Earlier this year, .the governme n t pledged to reduce spending 
by an tottlal $1.4bn and an extra $330m, while the state oil 
company, PDVSA, cut Its costs and (spending by $1.8bn. 
Raymond Co&tt, Caracas y 


MILLENNIUM BOMB 
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Warning over reform bill 

US tax colectors yesterday warned Congress that current 
attempts to overhaul the troubled Internal Revenue Service 
flRS) would make ft "yktuaHy impassible" to solve the mflten- 
riium computer "bomb"." Charles Rossetti, IRS commissioner, 
said the Senate's reform bill created "a genuine risk of a cata- 
strophic failure, of. the nation’s tax collection system to the 
year 2000*. He told a hearing of the House oversight subcom- 
mittee that the bJH - which senators were expected to vote 
through yesterday - would require substantial changes to IRS 
computers over the next two years. 

The IRS Is sperxSng $1bn on updating its computer 
systems to deal with the millennium bomb. The problem wiU 
affect computers that use a two-digit dating system, making 
them unable to distinguish between dates at the turn of the 
cenbsy. The US Treesuy expects to spend around $1 ,43bn, 
mostly this year, to deal with its year-2000 problems, the 
committee heard yesterday. Ri chard Wotffe, Washfegton 


INTERNET ADVERTISING 


i 




FTC to examine concerns 

The US Federal Trade Commission is moving to address con- 
cerns about false advertising daima on the Internet by updat- 
ing its rules. WhBe print and television advertising is already 
covered by strict dtecksiffe rules that force businesses to add 
prominent cfisciaimers to adverts - for example, noting that 
the efficacy of diet pits Is unproven - these rules make no 
mention of the electronic media. 

"Consumers need to know the extent to which consumer 
protections that apply In the offline world also apply to the 
internet," said Jodte Bernstein, rfirector of the FTC's bureau of 
consumer protection. 

The com mission has called for public comment on its pro- 
posal to apply existing consuner protection guidelines more 
deariy to GD-Roms, electronic maH and the Internet “The 
purpose of the proposal is to clarify how the FTC's rules and 
gufdeflnes will apply to a range of onltoe activities, from envi- 
ronmental marketing practices to credit practices," the com- 
mission said. Louise Kehoe, San Francisco 


CUBAN JtESTRUCTURING 

UK financing facility 

The Commonwealth Development Corporation (CDC), Britain’s 
international deve l opment finance Institution, announced yes- 
terday it was making available a $30m medium-term equip- 
ment financing facility for businesses operating in Cuba. 

A CDC statement said the facility was aimed at supporting 
the restructuring of Cuba's economy and would be available 
to finance the acquisition of transport and Industrial equip- 
ment by commercially organised businesses in tourism, con- 
struction, mining and other hard currency sectors. 

(tie bedsved to be the first genuinely commercial foreign 
medium-term credit of its kind made available tor the commu- 
nist-oiled Caribbean Island to recent years. 

Paseiri Fletcher, Havana 
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WINDOWS 98 
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Microsoft files new appeal 

Microsoft has filed a new appeal against a court order forcing 
it to offer a “browser-Jess" version of its Windows operating 
system - a version with Internet browser functions hidden. 

In a court filing on Wednesday, tire company appealed 
against use of the Injunction to block sates of Windows 98. a 
new version of the operating system to be introduced next 
month. Windows 98 incorporates an internet browser. The 
origtoal Injunction and Microsoft's subsequent appeal apptiod 
fo Windows 95, the curant version of the pro gramm e, but 
there was speculation it might apply to Wtodows 90. The pre- 
emptive appeal Is not expected to affect new legal actions 
inder consideration by the Justice Department and several 
state, attorneys generaL Lo u ise Kehoe, San Rancaoo 
EcfitortaJ Comment, Page 19 
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To keep energy flowing, we're 


approaching things from a different angle. 



Sometimes the best way to get to the bottom dramatically reduce drilling costs, but more importantly, 


• at " 1 

of things isn’t straight down. For example, it greatly expands the world’s usable reserves. In 


there are vast reserves of oil and natural gas in many cases, vertical wells that were near depletion 


formations that are best approached sideways, have been converted to horizontal and are now 


So. by using advanced drilling technology and producing more abundantly than before. The search 


space-age guidance systems, we can now turn our for energy is critical to all of us. Horizontal drilling is 


wells horizoritaily from miles down and, in some one way we’ve turned the corner on it To leam more, 


■ ■ • * 

instances, in multiple directions. Horizontal drilling can - you can visit Mobil on the Internet at www.mobil.com. 
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Mobil 


et9B$Mobll Corporation . 


The energy 
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to make a difference. 


o 






• J . .V-*.: 

1 

1 


: - >:■- 


Vr 


,\r: .. 


•1 - 


• - 
■.- a . .c . ; 

■ ’■ ■ - 
. ■ IM " . 


■ j . •• 


■i 


■^yhJK 1 *^ if 11- ‘‘i* 1 'T 


■ | ” 




r . * 







■ -^v 5 . ;r * 

r-rsnsi ■ ■.*. ■ . 


'“/'I- — 


t 

H 


e 

r 

b 

L- 

e 


n 

T 

I- 

1- 


4&S“'V - - .r 





m m 


FINANCIAL TIMES FRIDAY MAY 8 199$ 


WORLD TRADE 


IB** 




IMaBMBaiMfllillaa«aaBV|BV||ABBiiBlfllflfllllVVifi<l iailBBBiip|ll| IIMa 


WTO panel report backs 
Canada plea on salmon ban 


By Gmn RoMnson to Sydney 
and 6ny de Jonqofess 
in London 


■BBBBaBnnnnndBBBBNI 


A Canadian complaint that 
an Australian ban on salmon 
imports violates world trade 
rules has been upheld in a 
preliminary report by a 
World Trade Organisation 
disputes paoeL 

The case is the second 
important test of the WTO’s 
sanitary and phyto-sanitary 
(SPS) rules, which took 
effect in 1995. These are 
designed to ensure that 
trade measures taken in the 
name of food safety and 
hygiene are scientifically 
justified and are not simply 
protectionist barriers. 

The first such case, last 
year, was triggered by a US 
complaint against the Euro- 
pean Union’s ban on hor- 
mone-treated beef. The WTO 
ruled against the ban. on the 
grounds it had not been pre- 
ceded by a proper scientific 
risk assessment 


US ready 
for food 
subsidy 
battle 


Australia conducted and 
published three such assess- 
ments before imposing the 
ban. It claimed Canadian 
imports of fresh and frozen 
salmon threatened to intro- 
duce up to 20 diseases into 
domestic salmon stocks. 

However, a confidential 
draft report by a WTO panel 
sent to the two governments 
in the dispute, questions the 
ban’s scientific basis. It also 
finds that the measure 
breaches SPS rales, because 
it is inconsistent with Aus- 
tralia's approach to other 
fish imports. 

The panel stfl] to con- 
firm its preliminary findings 
in a final report, but it Is 
thought unlikely that they 
will be radically changed. 
The losing party may then 
ask the WTO’s appellate 
body to review the panel 
decision. 

Officials from the Euro- 
pean Union, the US and Can- 
ada said that if the panel’s 
findings were upheld, they 


could pave the way for fur- 
ther WTO challenges to Aus- 
tralia's scientific methods 
for Imposing quarantine 
bans on food imports. 

Australia Is involved in 
similar disputes with coun- 
tries including New Zealand. 
Denmark, Canada and the 
US. The disputes concern 
food imports such as apples, 
cooked chicken and pig 
meat. None of these disputes 
has yet been taken to the 
WTO. 

The Australian govern- 
ment yesterday rejected crit- 
icism of its quarantine sys- 
tem and said It would 
“strongly” defend the scien- 
tific basis of its risk-assess- 
ment process. 

Tim Fisher, Australia's 
deputy prime minister and 
trade minister, said the 
report's “complex findings" 
were stiH being analysed. A 
decision to appeal must 
await the outcome of the 
government's evaluation. 

However. Mr Fisher 


stressed that the WTO panel 
did not dispute Australia's 
right to adopt scientifically 
based quarantine measures, 
“measures appropriate to 
our own domestic circum- 
stances and which reflect 
our relative freedom from 
pests and diseases". 

“Nor did the panel recom- 
mend the removal or our ani- 
mal health quarantine mea- 
sures applying to fresh 
chilled and frozen salmon." 
he said. 

Australia has 60 days to 
appeal over the panel's find- 
ings. If the findings are 
upheld. Australia will then 
have to decide whether to 
lift the Canadian salmon 
ban. supply additional scien- 
tific evidence to justify it, or 
lace WTO-authorised trade 
retaliation by Canada. 

A WTO disputes panel is 
due to report soon on a third 
case involving SPS rules. It 
arises from a US complaint 
against Japan's procedures 
for inspecting imported fruit. 


China protests at US 
textile quota reduction 


n__ — — - — i ■*»- ■_.» — ■ — . 

dj nancy Bonn© n vrasonpn 
and fifictoel Smith hi Brussels 


The US yesterday announced 
an action plan to subsidise 
commodity exports to over- 
come "unfair trade barriers’* 
to US sales. 

The US move was viewed 
sceptically in the European 
Union, which the US has 
long urged to cut export sub- 
sidies for farmers. 

With world wheat prices at 
a four-year low and maize 
prices at a five-year low, Dan 
Glickman, US agriculture 
secretary, told the Senate 
agricultural committee that 
US fanners had been bard 
hit by a drop in demand 
caused by the Asia crisis. 

Mr Glickman proposed 
using the US Export 
Enhancement Program to 
subsidise farm products. “1 
intend to be using EEP to 
indemnify US exporters from 
lost sales due to specific 
injurious trade barriers, ” he 
said. 

The US would subsidise 
poultry sales in the Middle 
East to allow US farmers to 
compete with EU exports. 
This would also punish the 
EU in a dispute over poultry 
sanitation practices. 

“We intend to send a clear 
message: erect unfair trade 
barriers, you have to expend 
consequences Mr Glickman 
said. The European Commis- 
sion. the EU*s executive, said 
it hoped the US would show 
the restraint that "it has 
been urging on us. For most 
commodities we have not 
taken up ail our export quo- 
tas under the WTO. When 
we do have a subsidy it 
tends to be much lower than 
we are able to apply." 

The Commission is urging , 
member slates to reform the 1 
common agricultural policy 
which would reduce export 
subsidies further. 

The US has indicated the 
reforms do not go far enough 
and is likely to push for fur- 
ther reduction of export sub- 
sidies in the next round of 
farm trade talks due to start 
under the WTO next year. 

Mr Glickman said he also 
expected to lift the US 
annual cap of 118,000 tonnes 
on its "dairy incentive pro- 
gramme" to dear the way 
for the sale of about $50m 
more dairy products. Mast of 
the exports will go to Mexico 
and the Caribbean. 

The US has already made 
$5.9bn in export credit guar- 
antees available this year, 
up from $3bn at the same 
time last year. About £L 5 bn 
went to Asia since the cur- 
rency crisis began. 

Mr Glickman said the US 
had been criticised for using 
the programme. "Some folks 
in Australia have called us 
‘avaricious looters' for going 
into these markets essen- 
tially using (export credits) 
to take markets away from 
them. We believe we are 
fully compliant with US and 
world trade laws." he said. 

While several agriculture 
committee members com- 
plained of EU farm subsidies 
- winch last year cost about 
$6bn. others said the solu- 
tion was to reduce all subsi- 
dies in new farm negotia- 
tions under the WTO. 

Senator Max Baucus said 
the EU was apparently going 
“to do virtually anything to 
ship subsidised wheat to the 
US or anywhere to make 
money, regardless of 
whether it violates the spirit 
of the WTO. It explains in 
part why American farmers 
are so frustrated." 


By John Hddng fei Hong King 
and Janes Kynge in Bepig 

Beijing reacted angrily 
yesterday to the US decision 
to reduce Chinese textile 
quotas after allegations that 
Chinese companies had ille- 
gally transhipped goods 
through Hong Kong. 

The row, which comes as 
China and the US prepare 
for a summit meeting next 
month, underlines continued 
strains in trading relations. 

I China's ministry of foreign 
trade and economic co-opera- 
tion said the US had acted to 
reduce the textiles quota 
without clear evidence of 
Chinese infringement of reg- 
ulations. 

"The act of the US govern- 
ment wantonly violates the 
bilateral agreement on tex- 
tile products and is abso- 
lutely unacceptable to the 
Chinese government, " the 
ministry was quoted as say- 
ing by the official Interna- 
tional Business Daily. 

The US government said 


Brussels 

defends 

export 

subsidies 

By Nancy Duns in Washington 
and Frances Yfflams in Geneva 

The European Union 
yesterday defended five , 
European countries which 
the US has accused of using 
! prohibited tax subsidies to 
help exports. 

The US has requested con- 
sultations with Belgium, 
France, Greece, Ireland and 
the Netherlands, the first 
step in trying to settle a dis- 
pute through the World 
Trade Organisation. US 
trade representative Charl- 
ene Barshefsky said the 
countries used practices 
which were in "clear viola- 
tion" of WTO rules. 

But EU officials said yes- 
terday they believed the 
measures were compatible 
with WTO rules, and implied 
that the US move was in 
retaliation for an earlier case 
filed against Washington by 
the EU on US foreign sales 
corporations (FSCs). 

FSCs - usually foreign 
subsidiaries that cany out 
export sales on behalf of US 
parents - receive tax breaks 
estimated at $2bn a year, 
according to Brussels, which 
argues that the tax subsidy 
breaches WTO rules prohib- 
iting export subsidies condi- 
tional on export perfor- 
mance. 

The EU is currently decid- 
ing whether or not to push 
its case to a WTO panel after 
three rounds of bilateral con- 
sultations with the US have 
failed to produce results. 

The USTR complained 
about a French law that 
gives tax deductions for 
start-up expenses of foreign 
operations as long as more 
than half the revenues came 
from sale of products manu- 
factured by the French par- 
ent corporation. It also com- 
plained about a Dutch law 
that allows special "export 
reserves” for small- and 
medium-sized companies. 

In Greece, exporters are 
allowed tax deductions 
based on the amount of their 
exports, the agency said. It 
also cited an Irish law that 
allows tax relief for special 
export trading houses. i 


that $L7m in Chinese-made 
goods were shipped illegally 
through Hong Kong to avoid 
quotas. The US-China textile 
pact allows Washington to 
reduce quotas by three times 
the amount of suspected 
transhipments, leading to a 
cut of about $5m. 

A Chinese trade official 
said the transhipments were 
carried out by Hong Kong 
traders outside Beijing's 
jurisdiction. The Hong Kong 
government described the 
issue as a bilateral matter 
between the US and main- 
land China, but added it was 
determined to combat illegal 
t ranship ments. 

Textiles are a particularly 
sensitive area as they con- 
cern one of the weakest sec- 
tors of China’s slowing econ- 
omy. The industry faces a 
sharp loss of competitive- 
ness in the wake of the wave 
of devaluations which have 
swept south-east Asia over 
the past year, lowering the 
costs of rival producers. 

The issue has been at the 


centre of previous disputes 
between Hong Kong and the 
US. In 1996. the Hong Kong 
government launched a 
crackdown on illegal textiles 
exports under pressure from 
Washington and tougher US 
regulations. These Included 
additional documentation on 
a number of imported tex- 
tiles products. 

In addition to the textiles 
dispute, Beijing and Wash- 
ington have been at odds 
over direct selling - or pyra- 
mid selling - schemes in 
China. Beijing last month 
banned direct selling, bitting 
the Chinese operations of US 
companies such as Amway. 
Avon, Mary Kay and others. 
US officials asked China to 
review the ban, which they 
said discriminated against 
legitimate operations of US 
companies. 

Last month the US placed 
Hong Kong on its intellec- 
tual property rights watch 
list, citing concerns over 
compact disc and video 
piracy. 


NEWS DIGEST 


SOFTWARE PIRACY IN SOUTH-EAST ASIA 


Crackdown could bring 
tax and jobs bonanza 

South-east Asian countries could create thousands of jobs 
and generate hundreds of millions of dollars in tax revenues 
by cracking down on software piracy, according to an indus- 
try study released yesterday. Hie study estimated that 84 per 
cent of the software used in south-east Asia is pirated. 

The Business Software Alliance, a Washington-based indus- 
try lobby, said its report was the first broad study of the soft- 
ware market in south-east Asia. If piracy was cut to 27 per 
cent - the level In the US - by 2001 . the industry could grow 
enough to employ 22,699 people and generate $595m in tax 
revenue. The industry now employs about 16,000 across 
Indonesia, Malaysia, the Philippines. Singapore, Thailand and 
Vietnam. An estimated $595m of pirated software was sold in 
south-east Asia atone in 1996, the report said. In Malaysia, a 
nation that sees itself as a future SiKcon Valley of Asia. 80 per 
cent of the personal computer business software installed fn 
1996 was illegally copied. The figure has decreased slightly 
since the Malaysian government tightened enforcement and 
made laws more stringent two years ago. said Robert Holiey- 
man, president of the alliance. AP, Kuala Lumpur 

AIRUNE COMPETITION 

JAL to match US discounts 

Japan Airlines (JAL) sard yesterday it would match discounts 
of up to 50 per cent announced this week by several US car- 
riers for nights from a number of US cities to Tokyo, Kansai 
and Nagoya. The operators, which include Northwest Airlines 
and United Airlines, are offering the reduced fares for a limited 
time - mostly up to July 24 - and various conditions apply. 
The discounts are limited to doliar-priced tickets for journeys 
starting in the US. The price cuts are seen as an attempt to 
grab market share at a tone when competition on flights to 
and from Japan is set to increase as a result of the recent 
US-Japan air accord. It is also a response to the growing 
weakness of the yen, which means that fares from Japan are 
now relatively good value in dollar terms. 

The US carriers are also trying to promote Japan and other 
Asian countries as cheaper holiday destinations in the wake 
of Die Asian currency crisis. Bethan Hutton, Tokyo 


DEVELOPING 






Leaders to discuss Asia fallout 

Leaders of 15 developing countries meet on Monday for a 
summit that will focus on fallout from the currency and market 
turmoil in Asia. The three-day meeting will centre on a plan to 
boost business co-operation between foe countries. 

The summit leaders will also discuss the implications or 
World Trade Organisation policies, free trade zones in the 
Americas and talks on a trade agreement between the Euro- 
pean Union and the African. Caribbean and Pacific countries. 

There are negative social and economic repercussions for 
foe crisis in the exchange market and our nations should 
(work to) avoid them," said Munir Zahran, Egypt’s representa- 
tive to the talks. Officials In some developing nations have 
blamed currency traders seeking to reap large profits for 
some of recent economic instability in Asia. The G15 was 
Formed in 1989 to promote economic co-operation between 
Egypt. Argentina. Algeria. Brazfl, Chile, Kenya, Jamaica. 
Nigeria, Zimbabwe, Senegal. India. Indonesia, Malaysia, 
Mexico and Venezuela. AP, Cairo 
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The attention of members of the Participating Companies i a directed to the n oti ce s , published in 
conjunction herewith, of Scheme Meetings for each of those companies to be held on Thursday. 
4 June 1998. 


ion of the Schemes and. If applicable, the 


The salient dates and times 
Alternative Offers are; 


Last day for receipt of Proxy Forms for the Anglogold General 
Meeting and Scheme Meetings at (see times below) 

(Proxy Forms may be handed to the Chairman not later than 
10 minutes before commencement of the Scheme Meetings) 

Last day to register in order to vote at Schema Meetings 

Scheme Meetings of members of Participating Companies and 
General Meeting of members of Anglogold (see times below) 

Expected date of Court hearing to sanction the Schemes 

Latest expected date of the offer to be made by Anglogold to the 
respective members of the Participating Companies which will 
became effective (if at all) if the relevant Scheme fails 
(“the Alternative Offerfs)") 

Expected Record Date (on which members must be registered 
in order to be Scheme Participants and so become entitled to 
the relevant Scheme Consideration) 

Expected date of termination of listings of Participating 
Companies shares, if the Schemes axe implemented 

Expected Operative Date of the Schemes 

Expected date of commencement of listing of Anglogold Shares 
to be issued in terms of the Schemes 

Expected date by which Anglogold Share Certificates and 
cheques for Fractional Entitlements will be posted or made 
available for collection, if tbs Schemes become operative 
(see Note l) 


Tuesday. 2 June 

Tuesday, a June 

Thursday, 4 June 
Tuesday, 23 June 


Thursday. 25 June 


Friday, 26 June 
(Eastvaal - Friday, io July) 

Friday. 26 June 
(Eastvaal - Friday. 10 July) 

Monday, 26 June 
(Eastvaal - Monday, 13 July) 

Monday. 29 June 
(Eastvaal - Monday. 13 July) 


Friday, 3 July 
(Eastvaal - Friday, 17 July) 


Latest expected date for dosing of Alternative Offsr(8) (if applicable) 


Monday. 27 July 


Scheduled times for of Anglogold General Meeting and Scheme Meetings on Thursday. 

4 June 1998 and latest times, on Tuesday, 2 June 1998, for receipt of Proxy Forms by tha 
Transfer Secretaries. 


08:30 Anglogold Limited (General Meeting) 


09:15* Eastvaal Gold Holdings Limited 
10 : 00 + Southvaal Holdings Limited 
10:45+ Free State Consolidated Gold Minen Limited 
11 : 30 + HJ Joel Gold Mining Company Limited 
14:15 Elanderand Gold Mining Company limited 
15:00+ Western Deep Levels Limited 
15:45+ East Rand Gold and Uranium Company Limited 
"or at the conclusion or adjournment of the General Meeting of mem] 
held 45 minutes earlier. 

+or at the conclusion or adjournment of the preceding Scheme Meeting 


Meeting of members of Anglogold to be 


1. Only for members of the Participating Companies who surrender their Share Cer tificates »nd 

other Documents off Title before the relevant Record Date. Other members of the Participating 
Companies will have their Anglogold Share Certificates and Fractional Entitlemen t cheques 
posted, or may arrange to collect such certificates and cheques, five business days after 
surrender of their Share Certificates and other Documents of Title in terms of the Schemes. 
Members who wish to trade in their Anglogold Shares during the period from Monday. 
29 June 1998 until rece ip t of their Anglogold Share Certificates are advised that specdal 
arrangem en ts should be made with their stockbroker, or agent through whom they 

wish to trade in order to n«v«nTnnrinto such trading. 

2. Members of the Participating Companies who accept the Alternative Offers and surrender 
their Share Certificates and other Documents of Title will have their Anglogold Share 
Cer tifi cates and Fractional Entitlement cheques posted, or may arrange to collect such 
certi f icate s and Cheques, during business hoars an any Monday provided that they have 
accepted the Alternative Offers and surrendered their Share Certificates and other Documents 
of Title by the alose of business an the preceding Monday, 

3. In the event of the Alternative Offers becoming effective. Anglogold Shares will be as 

consideration to members of the respective Participating Companies who surrender their 
Share Certi f icates and other Documents of Title In acceptance of the Alte rnati ve Offers at any 
time prior to the close of business on any Mond ay an d the An gri^g^ifi shares so will be 

listed on the Johannesburg Stock Exchange (“JSE") with effect from the commencement of 
bu s i n ess an the next Monday. The first Monday in respect of which suc h Anglogold 

will be issued is expected to be Monday, 29 June 1998 and the first Monday on which the 
shares so issued are to be listed on the JSE is expected to be Monday, 6 July 1998. Appii^H™. 
will be made to the London Stock Exchange for a listing of any shares so i ^rni«n ^ ^ 

possible after the issue thereof. 

4. All dates and times in d ica ted above are subject to amendment. Any amendments will be 
published in the proas. 

5. All dealings on the JSE in the Participatizig Companies’ Shares during the week 

26 June 1998. will be for settlement. “ 

6. All times indicated are local South Aft-ira - g tunes. 

Johannesburg 

e May 1998 


SBC Warburg Dillon Read 
Independent Financial Aj 


Standard Corporate and Merchant Bank 

Independent Financial Adviser to Eastvaal. 


S m FirstCorp Merchant Bank 


Webber Wen tael Bowens 
Maponya Inc 

Jotnt Sponsoring Brokers In Son 
SBC Warburg Dillon Read 
Smith Borkum Hare 

S p o ns oring Broker In the TTwiAae 
SBC Warburg Dillon Read 
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Zfl tb« mailer of tha application of: 


XL&STVJL&L GOU) HOUHNOS UMTTED 
(Beg:. No. 91 & 4408 / 06 ) 
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F COURT 


OT THE HIGH COURT OF SOUTH AFRICA 
(Wltwitgp m l Looai DtvtoLan) 

Beforn t ho Honourable Mr Acting’ Justice D M 

Johannesburg-. 26 April 1998 

In the matter of the application of: 


nEZVKStt 


Applicant 


CRe^. No. OBOSSiOttfl) 


Upon tbe nvyi^n of counsel far the Applicant end upon the reading of the Notice of Motion and other doc um e n ts Hied of record: 
rr 15 ORDERED THAT: 

1 a meeting of members of the Applicant bo held under tbe mmMp of Charles Leonard VaXldn. an attorney erf tUtfHonwrabto 

Court or Calling him any other independent attorney or advocate nominated by Webber Whntsd Bowens at a time to be atipulaied by 
tbs chairman on Thursday. 4 June 1996 at ISth Floor; 55 Marihril SUad, Jcto n oedbccrg. far the purpose of oanoldertDg aad. II deemed 
fj\ of agreeing, with or without i nn< ^*ft ra.t* n * 1 . the Scheme of Arrangement which la Included In Anne x "C Id the Notice of Mo tic o filed 
with the above Honrarahle Court CUw Notice of Motton 11 ) provided that the meeting shall zaot be entitled to agree to any modification 
of tbe said which has the affect of * f 1rrbileb ll,1 c the rights to accrue La terms thereof to mmbers of Applicant; 

2 the chairman of such meeting (a authorised: 

2.i to tho 3amf» frffrn Hi* 1 * tint 1 * ehould mgrarf prows naceasary nr daakflhla 1 . 

2 J 2 to determine the prooedurae to be fSoDowed at such meeting; 

2.3 to determine the validity or ot herwis e of any prosy farm s lodged far uae at such me e t in g; 

2 4 to appoint scrutineers fbr the purposes of the meeting; and 

2.5 to accept tbe P iuxy Forms tianiiird to ^ chairman of the meeting by not later than lO mlnntee before the meeting Is due la 


3. a notice substantially in the farm of Ama» -g- to the Noooe erf Motion be p osted by prepaid post by the Ap plican t not late r than, 
Wednesday. 6 May 1998 to all membe rs of Applicant registered aa such on Friday. 34 April 1096 at their respective addresses recorded 
in. lha register of members of Applicant together with: 

3.1 a copy of an Explanatory Statement in tarsus of Section 312 of the South African Cbmpanlw Act. No. 61 of 1973 (as amended); 

3.2 a copy of the proposed flnhpms of Arrangement substantially In the farm incl u ded In Annas to the Ncttaa erf Motion; 

3J3 a Proxy Form In the fonu of Annex "D" to the Notice of M otio n : and 

3 4a copy of this Order of Gout; 

4 the Applicant publish by not later than Sunday, 10 May 1998, a notice substantially in the farm of Annex HE" to the Notice erf Mrrf i rin 
and a copy of this Order, in: 

- Business Day. an English medium daily newspaper circulating In Johannesburg and other urban c a ff tr ee in the Ropuhho of Sou t h 
Africa: 

Becld. aa Afrikaans medium dally newsp ap er circulating in Johannesburg; 

- S unday Tunes, an Earnfl to fa mr Mnf%in \ weekly newspaper cfirtrolatimg nationally in the HspuhUo of South Africa; 

- Rflppnrt an "wXnm aattalrfy na wa^n pap Htw Hlating nitHnnany fa fta HCpobUo of &JUth Africa: 

- Financial Times, an pfrj g Jl fl ih medium dally newspaper circulating in and other urban centres to the Doited Kin gdom; and 

the Government Gazette; 

B. the Applicant publish for the benefit of holders of the Share Warrants to Bearer issued by the Applicant* by not later than Sunday, 
lO May 1998. a notice substantially to the farm of Annex TP bo the Notice of Mo ti on : 

to English to the Financial limes, Gutted Kingdom: 
lxi French in: 

La Tribune. France: 

UEcha Belgium; 

Le Ibmps. Switzerland: 
to German to: 

Basler Zeitung. Switzerland. 

Neuft Zurcher Zeitung. Switzerland; and 
- in Flemish in De Ftaancieel-EtaDemlache TUd, Bwlghna: 

8. t±ua chairman of the roasting referred to In paragraph t rep or t the results thereof to this Hoxaouisble Chart aa Tuesday, 23 June 1998 
giving details of: 

6. l tbe number erf Applicants members present to person (Muding those represented) at the schema Tnanting and the number of 
shares held by them; 

6.2 the number of Applicant's msdbera r e prese n ted by proxy at the scheme moating and the number of shares held by them together 
with information as to the numbers re presented by the chairman to terms of proxies annpxed to the scheme document; 

8.3 any proxies which have been disallowed; 

6 4 ail resolutioos passed at tha masting, with particulars of the number erf votes cast in favour of and against each each resolution 
and of any abstentions indicating how many votes were cast by the chairman in terms of praties which are annexed to the scheme 
document and bow many votes were oast by the applicant; 

6.5 ail rulings made and directions given by the chairman at the meeting, 

6.6 the relevant portions of docuamte and re p orts submitted or tabled at the meeting which boar on the merits or demerits of the 
scheme, including copies thereof; and 

6.7 the main paints of any other proposals which w ere submitted to the meeting. 

By Order of tbe Court 


Attorneys for Applicant 


60 Main Street 

Johannesburg. 2001 

\VO Bax 61771, MarabaBtown, 2107) 

TteJ. /Oil 1 249-5000 

Ref: Mr J A K Jarvis 





NOTICE OF 


MEETING 


of tsa wiffK cornet of softs africa 

(WXtwftterirud leeftl UMeton) 

com No: 98/10673 
PK tin 34ft 

Xn tbe matter of tbe application of: 

imm _wpp n^yii.^UTED G0U> 1CNE8 UMOTSD 
(Reg. NO. 09/3831006) 

AVpUwal 


Notfc« ta Bi*n in terms of an Order of Cburt dated TUwctay. 28 April 1938 in tbe matter Uul 

Africa (TOmierarBDd Local Divtoca) bas ordered a meeting at thn membefa of Free Stale Ctanaolidated Gold Mmrt Lotted 
f-preeeoW). to be held on Thnrsday. 4 June 1998 at WeUterOf lO:«Mid iheoonehiaUm or a 4 Jouroment of tlw Schww Mwtmg 
of south vaal Holdings T.hnH«i crowned to be bold 45 minutes earlier on tbe same day and at the same venue at 19th Fluor. 
55 SAuahail Street, Johannesburg, under the chairmanship of Charles Leonard Valkln. an aUorouy of this Hnnmrablo Court, or 
feiUBg Um any other attorney or advocate nominated by Webber Wanted Bowens, for the purpose 

fit, of aoorovm* with or without the Schema of Arrangement Fthe Scheme") proposed by AugfaguM Lumicd 

rAmrioKokn between FreMUid and Us nwmfier* whtoh Sotem© will be submitted to swb meeting. provided that the moffUng 
will not be f fpHfWi t© agree any to the sold Scheme which has the ot diminish mg tbe rights acmtixur to 

wwh m fem ru of preegold in Uu litfl of that Scheme. 

Hw cf tt» Schama ta that, subject to the fUUUnwnt of certain. o on diU n o a precedent which are stated in 

4 of the Angtogold will acquire all the shares ta Preegold held by Schanvo Participants in terms of tha 

g^K^vo rtu, uro regtatered aa members on the Record Date, which ta expected to be Friday. 26 June 1098. in coneUionUton tor 
the issue aa the Operative Date, which ta expected to be SO June 1088. of 1 1JW AnglogoW Shares tar every too Frcegohl shares 


tha ii 
held. 


Members of Freegold registered as such at the dose oT busbnwi on Tuesday. 2 June 1996 and holders of amreWopraata to Bearer 
tenmedhy Freegoid, wfll be entitled to attend and vote at the Scheme Meeting. 

M Explanatory Stotemen* to terms of Section 312 of the South Afriuan Oa n p an ies Act, No. 61 of IB73 
(ps amended), the Scheme, and a copy of the Order of Court convening the Scheme Mooting may be obtained on 

request from Preegold ax 15th Floor. $5 Marshall Street. Johannesburg. 2001. or the registered ofTice of Angiogold at 44 Main 
Street. Johannesburg, 2001, or the London office of Angiogolti at 16 CZaartertiouee Street, London ECl N 6QP. or the office oT the 
T ransfer Cbn e o tida tod stHm R egjsxwara Limited, oX 1st Floor. Edura, 41 Fox Street, JotuumcAurg. 2001. or the office 

of (fag Unified Registrar. Cogap uter ehar e Services FLC. PO Box 82, Caxton House. RedcUlTe Way. Bristol BS0O 7NHL 

Rn gitfirf during normal buainfiBs hours fro m WMn e sday, 6 May 199S. 

■Bar** m e mber of Fxeegaid may ****** and vote in ponan or by representative at the meeting and may appoint any other person 
(who need not be a of Preegold) as a proxy to attend, spook and vote in such awnbort place. The required Proxy Fbm 

(yellow) may be obtained cm request from the addresses given above. 


Each, member of Freegoid may attend on 
(who need not be a member of Preegold) 
(yellow) may be obtained cm request froao 


Each proxy Fo rm be completed and atoned in accordance with the instructions printed thereon and should be lodged at 

or po ff ted to tbe abovementtossed Transfer Secretaries in South Africa or the abovemenUancd United Kingdom ftagtarair, to be 
received not later than 10:45 tonni time on Tbesdoy. 2 June 1098, but IT not so lodged or pasted will still be valid if praporly 
completed, signed and aoeompanled by proof erf appropriate authority and banded to the Chairman of tbe meeting not later than 
10 minutes before the me e tin g Is due to mmiMnat Where there ore joint holders of Preegold shares, any coo of such persons 
may vote at Use Rrhmjp n Meeting in respect of such shores os if hetehe was solely entitled thereto, but if more th-w one of such 
joint holders be present or rep res en ted at the Scheme Meeting, that one of the said persona whose same elands first in the 
register in of frfh shares or his/her proxy, aa the case may be. shall alono bo entitled to vote In respect thereof, as if 

hefehe wens the sole holder of such shares. 

Holders of Share Warrants to Bearer haied by tha Applicant who wish to attend in person or by pro^y, or to vote, at the Scheme 
Meeting mast comply with the requirements of the "Conditions of Issue" and the Applicants Articles of Association insofar as 
they relate to * av ^ > warrants. Details of such requirements are set out in tha Notice to Holders of Shore Warrants to Boaror. 
published by the Applicant contemporaneously with this Notice- 

In terma of the Order of Court, the Chairman of the meeting wiUrqxart the result of that meeting to the above Honourable Court 
cm Itieo day, 23 June 1993. A copy of such report will be available on request (free of charge} to any Freehold member at the 
addresses ghreo above at least one weric before such report book date. 

The Scheme is subject to certain ooodltto™ precedent stated in tbeSoheme, one of such conditions being its sanction by theaboro 
Honourable Court. 


Chairman r%f tHm 
6 May 1998 


Attorneys to the Scheme 


60 Main Street 

Johannesburg, 2001 

(PO Box 61771, Marshalltown. 2107) 

Tbt (Oil) 240*000 

Ref Mr J AK Jarvis 


OF COURT 


ssi 



Before the Honourable Mr Acting Justice D M Fine 
Johannesburg. 38 April 1998 

In the matter of the application of 

HJ JOEL GOLD MINING COMPANY LOOTED 

Oieg. No. 85/01995/061 



NOTICE OF 


IK THE HKBI COUBT OF SOOTH AFRICA 


Can No: 38/10674 
nHNttStt 


In the matter of the application ofi 


(Reg. No. 85/01995/06) 


Applicant 


Upon the motion of counsel for the Applicant and upon the reading of tbe Notice of Motion *nti 
IT IS ORDERED THAT: 


other doouments filed of record: 


1. a meeting or members af the Applicant be held under the nhffirmajuahfp of nhjwfa- Leonard Vollrin, an attorney of this 
Honourable Court or failing him any other independent attorney or advocate nominated by Webber Wanted Bowens at a time 
to be stipulated by the chairman on Thursday, 4 June 1998 at 18th Floor, 55 Marshall Street, Johannesburg, far tbe purpose 
of considering and. if deemed fit, of agreeing, with or without modification, the Scheme of Arrangement which is 

in Annex TT to the Notice of Motion filed with the above Honourable Court ("tbe Notice of Motion”) pr ovided that tbe meeting 
aboil not be entitled In agree to any modification of tha vaM scheme whtah hag Om tffact of diminishing th«? Hghtp ^ 
in terms thereof to members of Applicant; 

2. the chairman of snob, meeting Is authorised: 

2 1 to adjourn the name from time to time should any adjournment thereof prove necessary or desirable; 

2.2 to determine the procedures to be followed at such meeting; 

2.3 to determine the validity or otherwise of any proxy forma lodged for use at such meeting; 

2.4 Lo appoint scrutineers for the purposes of the meeting; and 

2.5 lo aerupt tha Pmiy Forrnw hund^ f ttY ifrft rhalrffiflTI flf ffrft mfl fTtlllg nftf tftT fhftll T ft mlT H I to H thn nywHng " in rii w 

to oommeisoe; 

3. a notice substantially in the form erf Annex TT* to the Notice of Motion be post e d by prepaid pest by the Applicant not later 
than, Wednesday. 6 May 1998 to all members of Applicant registered as such an Friday, 34 April 1996 at their respective 
addressee recorded In. the register of members of Applicant together wttbi 

3.1 a copy of an Ex p lanatory Statement In terms of Section 312 of tbe South African Com pontes An* pfex 61 of 1973 
(as amended); 

3.2 a oapy of the proposed Scheme of Arrangement substantially In the form Included in Annwr "CT to tbe Motto of Motion; 

3.3 a Proxy Form in the form of TT to the Notice of Motio n; 

3.4 a copy of this Order af Court; 

4. tbe Applicant publish by not later than Sunday, 10 May 1998, a substantially in tbe form of Annex 13” to the Notice 
of Motion and a copy of this Order, in: 

- B usiness * n wngiigH rffiiy m pr rl rn tT flting fn iTnhn nm Hri b Mrg i ^ yH n w qmtoi in 

of South Africa; 

- Bee Id. an Afrikaans medium daily newspaper circulating In Jobam a te r g; 

Sunday Urnee, an English medium weekly newspaper circulating nationally in the R e publi c of South Africa; 

Rapport, an Afrikaans medium weekly news pap er circulating nationally in the Bepuhho of South Africa; 

Fi nancia l Times, on English medium dally n ewspap er circulating in and other urban cen tres in the United 

Kingdom: and 

the Government Gazette; 

c tbe chairman of tbe meeting referred to in paragraph l report Use results thereof to this Honourable Court on TVueeday. 
23 June 1998 giving details oft 

5.1 the number of Applicant's mwphara present In pers on (bdudisg those represented) at the Tnfuesag aod ^ 

number of shares held by them; 

6.2 the number of Applicants members represented by pro xy at the aoYwm^ wmating the niiaiy ham by them 

together with information, as to tbe numbers repr e s e nted by the in terms of praties annexed to tbe <^a it v 

document. 

5.3 any proxies which have been disallowed; 

5.4 all rasoluLloas passed at the meeting, with particulars erf the number of votes cast In favour of find ag ^jm q snob 
resolution and of any abstantkma. indicating bow many votes were cast by the ebairman in terms of praties which are 
amwmed to the scheme document sad how many votes were cast by the applicant; 

a.5 oil rulings made and directions giv en by nhairmaw gt Hw meeting; 

5.6 the relevant portions of documents and reports submitted or tabled at tbe meeting which bear on the merits or demerits 
of the scheme, including copies thereof; and 

5.7 Uie main potato of any other proposals which we re auhn dtt od to tbe meeting. 

By Order of the Court 


Attorneys for Applicant 


60 Maui Street 

Johannesburg. 2001 

iPO Box 61771, Marshall town. 9107) 

TVI. (011)2405000 

Ref: Mr JAR Jervis 



Notice Is given in terms of an Order of Court dated Itaesday, 98 April 1998 in the above matter that the High Court of 
South Africa (Witwatarsrami Local Oration) has ordered a nraBti-ng of the member# of ELI Joel Gold Mining Company 
Limited ("Joe IT), to be held on Thursday, 4 June 1998 at tbe later of 11:30 and the conclusion or adjournment of the 
Scheme Meeting of Free State Consolidated Gold Mines Limited convened to be held 45 minutes earlier on the same day 
and Bl the same venue at 18tb Floor, 55 Marshall Street, Johsomedburg, under the chairmanship of Charles Leonard 
Valkin, an attorney of this Honourable Court, or failing him any other attorney or advocate nominated by Webber 
WenteeL Bowens, for tbe purpose of considering and. if deemed fit, of approving, with or without modification, the 
Scheme of Arrangement ("the Schema* 9 ) proposed by Angtogdld Limited (-Angtogold”) between Joel and its members, 
which Schftnift will be submitted to such meeting, provided that the meeting will not be entitled to agree any modification 
to the said Scheme which has the effect of dimintehtng tbe rights accruing to members of Joel in terms of that Scheme. 


The basin characteristic of the flnheme is that, subject to the fulfilment of certain conditions precedent which are stated 
in paragraph 4 of the Scheme. Angtogold will acquire all the shares ta Joel held by Scheme Participants ta terms of the 
Scheme, who are registered aa members on tbe Record Date, which is expected to be Friday. 28 June 1998, in 
consideration for the issue on the Operative Date, which is expec te d to be 29 June 1998, of 1,33 Anglogold Shares for 
every 200 Joel shares held. 

Members of Joel registered as such at tbe dose of business on Iheeday, 2 June 1998 will be entitled to attend and vote 
at the Scheme Meeting. 

Copses of the Scheme and an Explanatory Statement in terms of Section 312 of the South African Companies Act, 
No. fli of 1973 (os amended), explaining the Scheme, and a copy of tha Order of Court convening the Scheme Meeting 
may be obtained on request from Joel at 15th Floor. 55 Marshall Street, Johannesburg, 2001, or the registered office of 
ioigkigoildat^MataStoBet, Jtfcsmmtinigg,a0Ol, oar the London office of Anglogold at 19 Charterhouse Street. London 
EC IN 6QP, or the o ffice of the franafor Secretaries, Consolidated Share Registrars at 1st Floor, Edura, 41 Fox 

Street, Johannesburg, 2001, or the office erf the United Kingdom Registrar, DUG pic, Balfour House, 390/398 High Road, 
Ilford, Bases, XGl lNQ, En glan d during normal business hours from Wednesday, e May 1998. 


Each member of Joel may attend and. vote in pers o n or by representative at the meeting and may appoint any other 
person (who need not be a member of Joel) as a proxy to attend, speak and vote In such memberb place. The required 
Proxy Farm (beige) may be obtained cm request from the addresses given above. 

Each Pwy Fo rm should be oorepleted and signed in accordance with the instructions printed thereon should be 
lodged ai or posted to Xh& ah ovenumtinned Transfer Secretaries in South Africa or tha atovemenUonel United Kingdom 
Registrar, to be r eosived not later than 11:30 local time on Ibesday, 2 June 1998, but if not so lodged or posted will still 
be valid if property completed, signed and accompanied by proof erf appropriate authority and handed to the Chairman 
of the masting not later than to minutes before tha meeting la due to comnem Where there are joint h old ers of Joel 
shares, anyone of such persons may vote at th* Meeting in respect of such shares as if he/she was solely entitled 

thereto, but If more than one of euoh Jotat holders be present or represented at the Scheme Meeting, that of the said 
persona whose name stands first in the register tn respect of such shares or his/her proxy, as the case may be, ^ fr**- 1 * 
alone be antitied to vote ta respect thereof, as if hafahe were the sole h o l d er of such shares. 

in terms of the Order of Court, the Chairman of tbe meeting will report the result of that meeting to the above 
Honourable Court on Ttaesday. 83 June 1998. A copy of such report will be available on request (free of charge) to any 
Joel memb er at tbe addresses given above at least one week before such report back date. 

The Sritwffiir is subject to certain conditions precedent Htated ta the Soheme, one of eudh conditions being ita sanction by 
the above Honourable Cburt. 


Chairman of the Scheme Meeting 


6 May 1998 


A tto rn eys to the Scheme 


60 Mata Street 

Johannesburg, 8001 

(PO Boy 61771, Marshalltown, 2107) 

IhL (Oil) 340-5000 

Ref: Mr J AK Jarvis 
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ORDER OP COURT 


ST*?™ 

HHHosMa 

Beforo ttio Honourable Mr Anting Justice D M Fine 
Johannesburg. 28 April 1938 
In Ihemarteraf the appficsttan oft 


(Beg No. 74/01477/06) 


Upon the njotlon of counsel for the Applicant and upon the reading- of the Notice of Motion and other documents filed of record; 
IT IS ORDERED THAT. 

1 . a mestipg cfnianbers of the Applicant be hnffl under the nhairmiuwhip of Qurtea Inonard Vslltin, an attorney of this 

u. ?!! £a 4* 2Ig “ k* 1 * rib** todependent attorney or advocate nominated ItfWtoberWhnteri Bowens at a time 

^ ^ ^™ a ? on Thniwtay. 4 June 1 008 at lBUi Floor. 55 Marshall Street. Johann esburg. for the p urpose 

iri ^ freeing, with or without laodtflea t Scp. the Scheme of Arrangement which is included 

h n w the Notice of Motion filed with the above Hbnourable Court rthe Nbtice oT Motion") provided that the meeting 

to a g rep to M y m o d i fl e ati o o of the m dd scheme which baa the effect of dtiniiniafain g the ri gfa ts to accrue 
tn terms thereof to members of Applicant; 

2. the chairman of such meeting 1 is authorised: 

2.1 toofljotira the same from time to tfahe alioald any adjo urnmen t thereof prone neogeeary or dwlrahte; 

^■2 to determine the procedures to be fbOnwed at such meeting; 

2.3 to determine the validity or otherwise of any proxy forms lodged for nee at j rr reh meeting; 

2.4 to appoint scrutineers for the purpo se s of the meeting; and 

2.5 to aocupt the Proxy Fcums h a nded in the chairman of tha meeting by mi later than in xrtnutos farfhfe lhti w> m a i ng k dim 
to commence: 


3. a notice substantially in the form of Annex *ET to the Notice of Motion be p ost e d by prepaid poet by the Applicant not later 
than. Wednesday. 6 May 1008 to all me m ber s of Applicant, registered as sudh on Friday. S 4 April 1BGS at their iwpectrre 
addresses recorded In the register of members of Applicant together with: 

3.1 a copy of an Explanatory St a temen t in teams of Section 318 of the Sooth African Companies Act. No 61 of 1973 
(as amended); 

3.3 a copy of the proposed B ofaem e of Arrangement rofrtfantially in the form included to TT to the Notice of Motion; 

3.3 a Proxy Form in the form of Annex D" to the Notice of M oH m ; iH 

3.4 a copy of this Order of Court; 

4. the Applicant publish by not later than Sunday, 10 May 1998. a notice substantially In the form of Annex "ET to the Notice 
of Motion and a copy of this Order, in: 

- Bufitneaa Day, an English medium daily newspaper drcukttzlf in Johannesburg and other urban centres in the Rep ublic 
of South Africa; 

- Beeid. an Afrikaans medium daily newspaper circ ulating in |g 

Sunday Times, an English medium weekly newspaper circulating nationally in the Republic of South Africa; 

RapporU an Afrikaans medium weekly newspaper circulating’ TuMmaiij in the Republic of South Africa; 

- Financial Times. an English medium daily newspaper circulating in London and other urban cftHti T rW in ****> United 
Kingdom; and 

the Government Gazette; 

5. the chairman of the meeting referred to in paragraph 1 report the results thereof to this Honourable Court on Tuesday. 
23 June 1998 giving details of: 

5.X the number of Applicants members present in person, (b^iii/brigr those represented) at the sche me meeting and the 
number of shares held by th em; 

5 2 the number of Applicant's members represented by proxy at the and the number of shares held by them 

together with Information as to the numbers represented by the phAirmiw In terms of proxies annexed to tbe scheme 
document; 

5.3 any proxies which have been disallowed; 

5.4 all resolutions passed at tbs meeting, with particulars of the number of votes oast in favour of and against each such 

resolution and of any abstentions. iwHteatin^ how many votes were cast by the in terms of proxies which are 

annexed to the schema document and how many votes were cast by the applicant; 

5.5 all ratings made and directions given by the rth«raMm at tbe meeting; 

5.6 the relevant portions of documents and reports submitted or tabled &t the meeting which boar on the merits or demerits 
of the s ch eme, including copies thereof; and 

5.7 the main points of any other proposals which were submitted to the meeting. 

By Order of the Court 


Attorneys far Applicant 

Webber Wfentsal Bowens 

60 Mato St reet 

Johannesburg. 8001 

(PO Box 61771. Marshalltown, 2107) 

TO: 1011) 240-5000 

Ref: Mr J A K Jarvis 



COURT 


XI? THE HIGH COURT OF SOUTH AFRICA 

CSSS No: 08/1067* 

CWtwatersrand Local Dhiskn) 

Before th® Honourable Mr Anting Justice D M. Fto» 

P/H No: 342 

I Johannesburg. 38 April 1998 



WJgfl'EBJf DEB* 1CT8LS T.TMTBP 
(Keg-. No. B 7/0234 9/06) 



Upon tbe motion of counsel far the Applicant and upon the reading of the Notice of Motion and other doo u mante filed of record: 
rr hr ORDE RED that* 

1 . a meeting of members of the Applicant be held under the dhatasanJilp of Charles Leonard Valton, an attorney of this 

Honourable Court or failing him any other independent a tt orney or advocate nominated by Webber Wentzel Bowens at a time 
to be stipulated by the cm Thursday. 4 June 1998 at 18th Floor. 55 Marshall Street. Johannesburg, for the purpose 

of considering and. if deemed fit. of agreeing, with or without modification, the Scheme of Arrangement which Is in c luded 
in Annex "C“ to the Nbtice of Motion filed with the above Honourable tourt fthe Notice of Motion") provided that the meeting 
shall rgrr f# » 0> *y baa the effect of dtomfisfafog the righto in accrue 

to terms thereof to members of Applicant; 

2. the chairman of such meeting is au t h o r ised: 

2.1 to adjourn t he samafatnn. time to tuna should any adjou rnment thereof prove nsoeeeary or d e sir a bl e ; 

2.2 to de termine tbe procedures to be followed at such meeting: 

8.3 to determine tbe validity or otherwise of any proxy forms lodged for nee at such meeting; 

3.4 to appoint aorut toOQjH for the purpo ses of the meeting: and 

2.5 to ootropt the Prary handed to a™ phairmap of the masting bv not later than 10 minutes before the mesangia due 

to commence; 

3 a notice substantially in the form of Annex to the Notice of Motion be posted by pr^iald poet by the Applicant not later 
than Wednesday. 6 May 1998 to all members of Applicant re g istere d as such cm Friday, 34 April 1998 at their respective 
ttdd i WK M recorded to the register of members of Ap plic a nt together with: 

3.1 a copy of an Explanatory Statement in terms of Section 318 of the South African Comp anie s Act, No. 61 of 1973 
(as amended); 

3.2 a copy of the proposed Schema of Arrangeraanl substan ti ally in the form, inebaded in Anna* to the Ndtloe of Motion; 

3.3 a Proxy Farm in the form of Annex "ET to the Notice of Motion: snd 

3.4 a copy of this Order of Court; 

* the Applicant publish by not later than Sunday 1 0 May 1 998. a notice sub st antially to the form of Annex *B* to the Notice 
of Motion and a copy of thle Order, tin 

Bnftinf*fff» n»y an Bagll ah mft rtltt ff* dmijy pawpaperciitiulstingiD Johannesburg and other urban centres in the Republic 
of South Africa; 

Beeld. on Afrikaans medium daily newspaper circulating in JobanneAurg: 

Sunday Times, aa English medium weekly newspaper circulating n atio n al ly to the Republic of South Africa: 

IUpport. jm AfH lr >ogin "»***”™ wMfciy newopapar cir cul at ing p st to n a Uyia the B^mhiicoT South Africa; 

Financial Tin**, an English medtuxn dally newspaper circulating in Ixudra end other urban centres In the United 

Kingdom: and 

the Government Gaaatte: 

5 . ,Vt »r th» masting referred to In paragraph 1 report the resutts thereof to Una HanouruMe Court an Tuesday. 

33 June 1998 giving detail aft , 

6.1 thn number of Applicant* members present In person (ino ta dteg tboee represented! at th« aobeme meeting and the 
number of shares hold by the m ; 

. » of Ar^lioant* members repi ^mi T wl by propel the wriimiwiaee ting and the number of efaaraeheMby them 

together Stennatiott as to the mmdMKS repreesn t«l fcy the a hatrm an in tarms a f prate annexed to the scheme 

document; 

5 3 any proxies which haw been dteaJtowed; 

.. “7 t ^ alutJ1TnB .t the master, with PHttsto of the ninriber of vote met in tarow of end against ewdn sucb 

annexed to the oobsme document and how many votee were oast by the applicant; 
as all rulings made and directions given by tbechrirman atttemeettnr. 

5 6 iho rploraat portions of deeumoita and reports mdmUttad or tabled a* the meeting whteh bear an the merits ar demerits 
of the scheme, inetuding copte thereof: and 
s .7 uie main points of any other proposals wWdi ware enkmitted to the meeting. 

By Order of the Court 


Attorneys for AppUr^nt 



SO Main Street 

Johannesburg, 3001 

iPO Box GlTTl. M&rsh*litcwn. aiOT) 

Tbl: lOl I ) 240-5000 

Rof: Mr JAK Jarvis 


: 

'%Z 



NOTICE OF 


XN THE HIGH COURT OF SOUTH AFRICA 
(Vltwatwmad Local Division) 

In the matter of the application of: 

ELANDSBAND GOLD MINING COMPANY WETTED 

lR<?g. No.74.*D 1 477/08) 


Case No: 98/10878 
P/& Noc 848 


Applicant 


Notice is given in terms of an Order of Court dated Tuesday, 28 April 1998 to the above matter that the High Court of 
South Africa fWitwatersrand Local Division) has ordered a meeting of the members of ElandsraDd Gold Mining 
Company Limited (“ RlandRrand'* J . to be held an Thursday, 4 June 1998 at the later of 14: 1G and the conclusion or 
adjournment of the Scheme Meeting of H J Joel Gold Mining Company Limited convened to be held at 1 1 :30 on the same 
day and at the same venue at 18th Floor, 55 Marshall Street, Johannesburg, under the chairmanship of Charles Leonard 
Valkln, an attorney of this Honourable Court, or foiling him any other attorney or advocate Dominated by Webber 
Wen toe! Bowens, for the purpose of coastdering and, if deemed fit, of approving, with or without modification, the 
Scheme of Arrangement (“the Scheme 1 ') proposed by Anglogold Limited ("'Anglogold*') between Hlandsrand and its 
members, which Scheme will be submitted to such meeting, provided that the meeting will not be entitled to agree any 
modification to the said Scheme which has the effect of diminishing the rights accruing to members of Elandsrand in 
terms of that Scheme. 

The basic characteristic of the Scheme is Lhat. subject to the fulfilment of certain conditions precedent which arc stilted 
in paragraph 4 of the Scheme. Anglogold will acquire all the shares in Elandarand held by Scheme Participants in terms 
of the Scheme, who are registered as members on the Record Date, which is expected to be Friday. 26 June 1998. in 
cxmsideratiDD for the issue on the Operative Date, which is expected to be 29 June 1998, of 8,5 Anglogold Shares for 
every lOO Elaiuterand shares held. 

Members of Elandsrand registered as such at tbe close of business on Tuesday; 2 June 1 999 will be entitled to attend 
and vote at the Scheme Meeting. 

Copies of the Scheme and an Explanatory Statement to terms of Section 312 or the South African Companies Act. 
No. 61 or 1973 (as amended), explaining the Scbame, and a copy of the Order of Court convening tbe Scheme Meeting 
may be obtained on request from Elands rand at 15th Floor, 55 Marshall Street. Johannesburg, 2001, or the registered 
office of Anglogold at 44 Main Street, Johannesburg, 2001 . or tbe London office of Anglogold at 19 Charterhouse Street. 
London EC IN 6QP. or the office of the Transfer Secretaries, Consolidated Share Registrars Limited, at 1st Floor. Edura. 
41 Fox Street, Johannesburg, 2001. or the office of the United Kingdom Registrar. Computerehare Services FLC. 
PO Box 82, Caxton House, RedolifTe Way, Bristol BS99 7NH. England during normal business hours from Wednesday. 
6 May 1996. 

Each member of Elandsrand may attend and vote In person or by representative at the meeting and may appoint any 
other person (who need not be a member of EUandsrandl as a proxy to attend, speak and vote in such member's place. 
The required Proxy Form (green} may be obtained on request from the addresses given above. 

Each Proxy Fbrxn should be completed and signed in accordance with the instructions printed thereon and should be 
lodged at or posted to the abovementloned Transfer Secretaries in South Africa or the abovementioned United Kingdom 
Registrar, to be received not later than 14:15 local time on Tuesday. 2 June 1996, but if not so lodged or posted will still 
be valid if properly completed, signed and accompanied by proof of appropriate authority and handed to the Chairman 
of the meeting not later than 10 minutes before the meeting is due to commence. Where there are joint holders of 
Eaandsrand shares, any one of such persons may vote at the Scheme Meeting in respect of such shares as if he/she was 
sotely entitled thereto, but if more than one of such joint holders be predent or represented at the Scheme Meeting, that 
one of the said persons whose name stands first in the register in respect of such shares or his/her proxy, as the case 
may be. shall alone be entitled to vote in respect thereof, as if he/she were the sole holder of such shares. 

In terms of tbe Order of Court, the Chairman of the meeting will report the result of that meeting to the above 
Honourable Court on Tuesday. 23 June 1993. A copy of such report wifi be available on request tfree of charge) to any 
Elands rand member at the addresses given above at least one week before such report back date. 

The Scheme is subject to certain conditions precedent stated in the Scheme, one of such conditions being its sanction by 
the above Honourable Cburt. 

CLVoDan 

Chairman of the Scheme Meeting 
6 May 1998 

Attorneys to the Scheme 

Webber Wentzel Bowens 

60 Main Street 

Johannesburg. 2001 

CFO Box 61771. Marshalltown, 21071 

Tfel: foil) 240-5000 

Ref: Mr J A K Jarvis 


NOTICE OF 



MEETING 


XN THE HIGH COURT OF SOUTH 
(Wltwatarsrand Local Division) 

Id the matter of the application of: 


Cam No: 98/10675 
P/H No: 342 


(Beg. No. 57/02349/06 J 


Applicant 


Notice is given in terms of an Order of Court dated Tbesday, 28 April 1998 in the above matter that the High Court of 
South Africa iWitw&tersrand Local Division! has ordered a meeting of the members of Western Deep Levels Limited 
(“Western Deeps’*), to be held chi Thursday. 4 June 1998 at the later of 15:00 and the conohision or adjournment of the 
Scheme Meeting of Elandsrand Gold Mining Company Limited convened to be held 45 minutes earlier on the same day 
and at the same venue at 18th Floor. 55 Marshall Street, Johannesburg, under the chairmanship of Charles Leonard 
Valfcln. an attorney of Hub Honourable Court, or falling him any other attorney or advocate nominated by Webber 
Wentzel Bowens, for the purpose of considering and. if deemed fit, of approving, with or without modification, the 
Scheme or Arrangement rthe Scheme") proposed by Anglogold Limited rAnglogold") between Western Deeps and its 
members, which Scheme wifi be submitted to such meeting, provided that the meeting wifi not be entitled to agree any 
modific ation to the sajd Scheme which has tbe effect of rfimtoiiAtog the rights accruing to members of Western Deeps 
In terms of that Scheme. 

The basic characteristic of the Scheme is that, subject to the fulfilment of certain conditions precedent which ore stated 
to paragraph 4 of the Scheme* Anglogold will acquire all the shares in Wes tarn Deeps held by Scheme Participants in 
terms of the Scheme, who are registered as members on the Record Date, which is expected to be Friday, 26 June 1998, 
in consideration for the issue on the Operative Dale, which la expected to be 29 June 1998, of 53 Anglogold Shares for 
every 100 Western Deeps shares held 

Members of Western Deeps registered as such at the close of business on Tuesday, 2 June 1998 will be entitled to attend 
and vote at the Scheme Meeting. 

Copies of the Scheme and an Explanatory Statement to terms of Section 312 of the South African Companies Act. 
No. 61 of 1973 (as amended), explaining the Scheme, and a copy of the Order of Court convening the Scheme Meeting 
may be obtained on request from Western Deeps at 15th Floor. 55 Marshall Street. Johannesburg, 3001, or the registered 
office of Anglogold at 44 Ma to Street, Johannesburg, 2001 , or the London office of Anglogold at 10 Charterhouse Street, 
London ECLN 6 OP, or the office of the Transfer Secretaries, Consolidated Share Registrars Limited, at let Floor, Edura. 
41 Fox Street. Johannesburg. 3001 , or the office of the United Kingdom Registrar, Computers hare Services PLC, PO Box 
82, Caxton House, Redcllffe Way, Bristol BSQ9 tNH, England during normal business hours from Wednesday, 6 May 
1998. 

Each member of Western Deeps may attend and vote in person or by representative at the meeting and may appoint any 
other person fwbo need not be a member of Western Deeps) as a proxy to attend, speak and vote in such member's place. 
Tbe required Proxy Form (orange) may be obtained on request from the addresses given above. 

Each Proxy Form should be completed signed to accordance with the instructions printed thereon and should be 
lodged at or posted to the ahovamontiemed Transfer Secretaries in South Africa or tbe abovamentioned United Kingdom 
Registrar, to be received not later than 15:00 local time on Tuesday, 2 June 1998. but if not so lodged or posted will still 
be valid if properly completed, signed and accompanied by proof of appropriate authority and handed to the Chairman 
of the meeting not later than 10 minutee before the meeting is due to commence. Where there are Joint holders of 
Western Deeps shares, any one of such persons may vote at the Scheme Meeting in respect of such shares as if b&tehe 
was solely entitled, thereto, hut If more than one of such Joint holders be present or represented at the Scheme Meeting, 
that one of the said persons whose name stands first to tbe register in respect of such shares or his/her proxy, as the 
case may be, shall alone be entitled to vote in respect thereof, as if hatahe were the sole holder of such shares. 

In terms of the Order of Court, the Chairman of the meeting will report the result of that meeting to the above 
Honourable Court on Itiesday. 23 June 1996. A copy of such report will be available on request (free of charge) to any 
Western Deeps member at the addresses given above at least one week before such report back date. 

The Scheme is subject to certain conditions precedent stated in the Scheme, one of such conditions being its sanction by 
tbe above Honourable Court. 

CLVaUdn 

Chairman of the Scheme Meeting 
6 May IMS 

Attorneys to the Scheme 

Webber Wenlael Bowens 

80 Mato Street 

Johannesburg. 2001 

(PO Box 61771. Marshall town, 2107) 

TM- (01 1) 24D-5000 
Ref: Mr J A 5 Jams 
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EQUITY TRADING GOVERNMENT SAYS CHANGE WILL REMOVE OBSTACLES TO COMPANIES' COMPETITIVENESS 






US-style rules invoked to ease share buy-backs 


ex-trader 


By David WlgMon, 
Poflflca! ConespoBdent 




Companies would be able to 
buy and sell up to 10 per 
cent of their shares much 
more easily under plans pub- 
lished by the government 
yesterday. 

Minis ters are proposing to 
introduce US-style rules 
which would allow compa- 
nies to buy back shares 
without cancellation and 
then resell them. 


Ian McCartney, the indus- 
try minister, said the move 
reflected the government’s 
determination to remove 
obstacles that damage UK 
companies' competitiveness. 
-Allowing companies to hold 
repurchased shares in trea- 
sury - rather than having to 
cancel them - would give 
companies additional flexi- 
bility in managing their 
share capital," he said. The 
move could reduce compa- 
nies' cost of capital, he 


added. But Mr McCartney 
said any relaxation of the 
law would have to be accom- 
panied by appropriate safe- 
guards. 

The government suggests 
in a consultation document 
that there would have to be 
strengthened requirements 
for disclosure and share- 
holder approval. 

It Is also proposes that 
sales from treasury at price 
sensitive times be prohib- 
ited. 


The move follows a long 
campaign by leading UK 
companies for a snitch to 
the US-style system, which 
allows shares to be bought 
in and resold much more 
quickly. 

A group of companies - 
including Reuters. Barclays 
and Guinness - wrote to 
Gordon Brown, the chancel- 
lor of the exchequer, in July 
urging the government to 
review the issue. 

Some institutional inves- 


that reforms would give 
companies greater freedom 
to sell slates at the expense 
of existing investors. 

The government suggests 
that existing investors could 
be given the right of Hist 
refusal over treasury shares, 
in the same way that they 
have pre-emption rights over 
newly-issued shares. 

A l though companies can 
currently repurchase shares 
which are then cancelled, 


many consider the mecha- 
nism too cumbersome for 
anything other - than big 
reductions in equity capital. 

A number of listed compa- 
nies have told the govern- 
ment they would -find it 
attractive to have the option 
of n <rfngr their stockbroker to 
resell treasury shares in 
small lots - through - the 
market at the full market 
price. 

“The option Is considered 
to be a useful alternative^ in 


appropriate market condi- 
tions, to approaches such as 
rights issues and placing. of 
shares which typically 
involve the. shares being 
offered at a discount to the 
market price." says the docu- 
ment. 

It has also bees argued 
that the speed and flexibility 
with which treasury shares 
could be resold would enable 
companies to carry a higher 
level of debt, which is 
cheaper than equity. 


over 


secret cash 


By John Mason, 

Law Courts Correspondent 


M || ..m rnt inaN Mai ■' 


Terry Ramsden, the former 
Chy of London dealer who 
admitted fraudulent trading 
over the 1989 collapse of his 
equity trading company 
Glen International, has been 
jailed for 21 months for 
breaking his bankruptcy 


THE ECONOMY EXPORTERS AND EMPLOYERS WELCOME DECISION 




Central bank leaves 


Slowing growth 
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interest rates unchanged 


By Our Economics Staff 


The Bank of England, the 
UK central bank, left inter- 
est rates unchanged yester- 
day as a leading economic 
forecasting group warned 
that monetary policy should 
not be tightened in response 
to the falling pound. 

The decision by the Bank’s 
monetary policy committee 
to leave its repo rate at 7.25 
per cent for the sixth succes- 
sive month was welcomed by 
employers and exporters. 

“While some sectors of the 
economy like business ser- 


vices are still expanding 
robustly, the plight of many 
exporters is set to put the 
brakes on the UK economy 
through 1998,” said Kate 
Barker, chief economic 
adviser at the Confederation 
of British Industry, the 
employers' lobby. "Based on 
present data we believe the 
next move in interest rates 
should be downward." 

Sterling headed sharply 
lower, breaking through key 
psychological barriers. It 
closed at DM2.9030, down 3.0 
pfennigs on the day and its 
lowest since December 15. 


Ian Campbell, director- 
general of the Institute of 
Export, welcomed the recent 
depreciation. "But export 
business is negotiated over a 
long period of time.” he said. 
"So while this slight soften- 
ing is welcome we would 
want to see a trend estab- 
lished over the coining 
months before we pop the 
champagne corks." 

The London Business 
School, in its latest Eco- 
nomic Outlook, predicted 
that sterling would drop to 
DM2.75 by the end of the 
year. But interest rates need 
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not rise again if the Bank 
was to hit the government’s 
2L5 per cent inflation target. 

The LBS expects the econ- 
omy to grow by 22 per cent 
this year and L7 per cent in 
1999. But its forecast sug- 
gests there is a significant 
risk of recession this year. 

• A survey of 500 service 
sector companies shows that 
activity remained strong last 


month. One in bar experi- 
enced an Increase in busi- 
ness during the month, 
twice the level reporting a 
fall, says the study, which is 
sponsored by the Chartered 
Institute of Purchasing and 
Supply. But the pace of 
growth slowed since March. 
The service sector accounts 
for mare than 70 per cent of 
the UK economy. 


• Consumers flocked back 
to the shops last month, 
causing retail - sales to 
rebound from their poor per- 
formance in March, accord- 
ing to a CBI survey pub- 
lished yesterday. Nearly half 
of retailers said sales in 
April were higher than at 
the same time a year before. 

Alastalr Eperon. chairman 
of the CBI’s distributive 


trades panel, said many 
retailers would be "relieved" 
by the revival in sales. 
"Compared with last year, 
however, the results were 
boosted by Easter trading. 
The’ underlying trend sug- 
gests that retail sales growth 
may be slowing down," Mr 
Eperon said. 


Camndes, Page 29 


W atchdog faults method of British Energy offering 


By Andrew Taylor 
aid David Wlghton 


Taxpayers could have raised 
considerably more from the 
privatisation of British 
Energy, the nuclear genera- 
tor, If the government had 
sold. the shares in stages, 
according to a report by the 
National Audit Office. 

British Energy shares. 


which have risen by 180 per 
cent since they were put on 
sale in London at 203 pence 
in July 1996, rase a fizrther 
5V:p to S75p yesterday. That 
made the generator the top- 
performing FTSE stock over 
the past 12 months. 

The NAO report raised 
concerns that British Energy 
might not he able to meet all 
of its liabilities to fund 


decommissioning when 
nuclear power stations 
ended their life. 

It said the government's 
Department of Trade and 
Industry should consider 
retaining its golden shares 
in British Energy beyond the 
first planned redemption 
date of 2006. Ownership 
would allow ministers to 
block the sale of profitable 


nuclear plant should the 
company face liquidity prob- 
lems, said the NAO. 

In a generally favourable 
report, it concluded that pri- 
vatisation had created a 
robust company "with a 
high degree of assurance 
that British Energy would 
have the capacity to meet its 
nuclear liabilities”. 

David Davis, chairman of 


the House of Commons pub- 
lic accounts committee, said 
yesterday that the handling 
of the British Energy sale - 
"one of the most complicated 
privatisations ever” - had 
been “innovative in 
approach and successful in 
outcome.” 

But the NAO criticised the 
sale arrangements 
recommending that future 


privatisations “should start 
with a presumption that 
shares should be sold on a 
staged basis." 

The report said BZW - 
now part, of Credit Suisse 
First Boston - had advised 
government against retain- 
ing a 40 per cent stake in the 
unclear generator. The 
minority stake could have 
been sold later, when the 


market had “reached a more 
balanced view of the value of 
the shares.” 

BZW said a phased sale 
could have been be unattrac- 
tive to investing institutions 
and banks, could have raised 
concerns Hi the company 
might be renationalised and 
would have reduced the com- 
petitiveness of international 
bookbuilding arrangements. 


Mr Ramsden. declared 
bankrupt in March 1992, con- 
cealed income of more than 
£300.000 ($500,000). He 

deceived both the Official 
Receiver and his trustee in 
bankruptcy by concealing 
his interest in Grantor, a US 
trust fund from which he 
withdrew about £250,000. 

The money, which he 
routed through his mother's 
hank account, was used to 
support himself and the 
extravagant lifestyle of his 
estranged wife, the court 
heard. Money from the 
Grantor Trust fund had been 
paid into this account and 
Mr Ramsden and his mother 
had often visited the bank to 
pit* up the cash. 

Mr Ramsden also failed, to 
disclose £77,000 he won on a 
bet. He also failed to disclose, 
his ownership of 3m shares 
in a riawnrfian company that 
were later sold to the trust 
fund. Mr Ramsden pleaded 
guilty to three offences -of 
concealing assets that could 
have repaid creditors. ■ . . 

Mr Ramsden set up his 
Grantor Trust in 1982 when, 
through Glen International, 
he was becoming one of the 
UK’s wealthiest traders. The 
business, which specialised 
in Japanese warrants, 
collapsed after the 1987 stock . 
market crash. 

Mr Ramsden's lawyer said 
the former trader admitted 
being foolish and breaking 
the law. But the collapse of 
his business and break-up of 
his marriage had led him to 
make misjudgements. 
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ORDER OF COURT 


NOTICE OF SCHEME MEETING 


IK THE HIGH COURT Off SOUTH AFRICA 
(ntmtsmad Local Division) 

Before the Honourable Mr Actio? Justice D I A Fine 


Cam Noe 98/10679 I I Df THE HIGH COUBT OP SOUTH AFRICA 
P/H Nn MR I I T^l WwUIa h^ 


Case Noe 98/10079 
P/H No: 342 


Johannesburg. 28 April 1998 
la the matter at the application of: 


In the matter of the appUcattop at: 


EAST BAND GOLD AND URANIUM COMPANY LIMITED 
(H tag. No. 71/07001/06) 


Applicant 


(Rag. No. 71/07001/00) 


Upon the motion of one man l for the Applicant and upon the rending of the Notice of Motion and other documents filed of record: 


IT IS ORDERED THAT? 


1. a meeting of members of the Applicant be held under the chairmanship of Charles Leonard VaUtio, an attorney of this 
Honourable Court or fading him any other Independent attorney or advocate nominated by Webber TOentzd Bowens at a time 
to be stipulated by the chairman an Thursday. 4 June 1998 at 18th Floor, m Marshall Streak Johannesburg, Cor the purpose 
of considering and, fif deemed fit. of agreeing, with or without modification, the s^hffrn* 1 of Arrangement which is iwrfnHfttf 
in Annex "C to the Notice cf Motion filed with the above Honourable Court ptbe Notice of Motion”) provided t*mi the 
shall not be entitled to agree lo any modification of the said schema which has the effect of dimHitahing the rights to accrue 
in terms thereof to members of Applicant: 


2. thp chairman of such pw»rfng ja author ised: 

2.1 to adjourn tha mma from ttma to Haw nhmiid Any adjournment Ihoronrjirovr nnrmiHuiy i n dash aides 

2.2 to determine the procedures to be followed at such meeting; 

23 to determine the validity or otherwise of any prosy forms lodged for use at such meeting; 

2.4 to appoint scrutineers for the purposes cf the meeting: 

2.5 to accept the Proxy Forms banded to the chairman of the meeting by not later than 1 0 minutes before the meeting is due 
to commence; 


Notice Is given in terms of an Order of Court dated Tuesday, 28 April 1998 in the shove matter that the High Court of 
South Africa (TOtwatersraad Local Division) has ordered a meeting of the members of East Band Gold end Uranium 
Company Limited (TEr-goT), to be held on Thursday, 4 June 1998 at the later of 13:45 and the oondufllmi or adjournment 
of the Scheme Meeting of Western Deep Levels limited oanvened to be held at 16:00 on tha same day and at the same 
venue at 18th Floor; 55 Marshall Street. Johannesburg, under the chairmanship erf Charles Leonard Valktix, an attorney 
of this Honourable Court, or faflfng Mm any othefr attorney or advocate nominated by Wbbtoar Weutzel Bowens, for the 
puiposeofcansideriiigaruLif deemed fit, of a ppro v i ng, with or without modific a tion. theBehsmoof Arrangement pthe 
Schama") proposed by Angiogold Limited rAnglogcdd") between Ergo and its members, which Scheme will be submitted 
to such meeting, provided that the meeting will not be entitled to agree any modification to the said Scheme which has 
the effect of diminishin g the rights accruing to members of Ergo fh terms of that Sch em e . 


The basic characteristic or the 8dheme la that, subject to the fulfilment of certain conditions precedent which are stated 
in paragraph 4 of the Angiogold will acquire an the shares in Ergo held by Scheme Participants In terms of 

the Scheme, who are regi ster ed as members on the Record Date, which is eapected to be Friday. 26 June 1998. in 
consideration for the Issue cm the Operative Date, which Is expected to be 89 June 1998, of 2,8 Angiogold Shares for 
every lOO Ergo shares heddL 


3. a notice substantially In the form of Annex “E" to the Notice of Motion be posted by prepaid post by the Applicant not later 
than, Wednesday. 6 May 1998 to all members of Applicant regiatoed as such on Friday. 24 April 1998 at their re sp e ctiv e 
addresses recorded in tbs register of members of Applicant together with; 

3 . 1 a copy of an Explanatory Statement in teniae of Sactiou 812 of tha South African Companies Act, No. 61 of 1973 
(os amended!; 

3.2 n. pg^ty nf tha proposed Arrangement substantially i p tha f ipj— n < n^ yil dHri in ^T* *a * il w 

3.3 a Proxy Form in the form of Annex at U m to the Notice of Motion; and 
3 4a pop y of this Order of Court; 


Members of Ergo registered as such at tha oloee of b usto os a on Thssday; 2 June 1998 will ho entitled to attend and vote 
at the Scheme Meeting. 


4. the Applicant publish by amt later than Sunday, lO May 1998, a notice substantially in the form of Annex “*E" to the Notice 
of Motion and a copy of this Order, in: 

Business Day, on English medium daily nswepaper circulating in Johannesburg and other urban o e nt r es In tbs Republic 
of South Africa; ' •. • • 

- Bedd, an Afrikaans med iu m daily new spaper circulating in Johasssbo^; 

Sunday Times, on Bnglish medium weakly newspaper circulating naHonafljMn tbs Republic of South Africa; 

Rapport an Afrikaans medium weekly new^aaperciroulating nationally in the Republic of South Africa; 

F in a nci al Times, an English medium daily n ew spaper circulating in London and other urban centres in tbs United 
Kingdom; and % . 

the Government Gazette: 


Copies oT the Scheme and an Explanatory Statement hi terms Of Section 312 erf 1 the South African Companies Act, 
N6- 81 of 1973 (as amended), explaining the Scheme, and a copy of the Order of Court convening the Scheme Meeting 
may be obtained <m request freon Ergo at 15th. Floor,. SB Jja rahaTl Street, Johannesburg, 2002. or the registered office 
of Angiogold at 44 Mate Street, Johannesburg,' 2001^ or the London office of Angiogold at 19 Charterhouse Street, 
London EC IN OOP, or the office of the Transfer Seoretojea^ Consolidated Share Registrare limited, at 1st Floor, Edura, 
41 Fox Street, Johannesburg: 2001 . or the office of* the tTnited Kingdom Registrar; Compute rabare Services PLC, 
FO Box BZm C h Xta n ffhnsfi Rsdchffe Why, Bristol BS99 TNE KnriaTwi daring normal b odiiMg hours from Wednesday 
6 May 1998. 


Each member of Ergo may attend and vote In person or by representative at the meeting arid may appoint any other 
person (who used not be a member of Ergo) as a proxy to &ttend, speak and vote in such member^ place. The required 
Prox y Form (light bhv) may be obtained on request from the addresses give n above. 



G. the chairman of the meeting referred to in paragraph l report the Tesulte thereof to this honourable Court on Itiesday, 

23 June 1998 giving details on 

5. 1 the number of Applicants members p rese n t tn person Qnchiding those re pr e s en ted! at the meeting and the 

number of shares held fay them; 

5 A the number of Applicant's mem b e rs repreaente d by proxy at the scheme meeting and the number of shares held by them 
together with information as to the numbers rep resen ted by t ha chairman to terms of proxies annexed to the sct w iTM> 
document; 

0 A any praties which have been disallowed: 

5.4 all resolutions p*””* at the meeting, with particulars of the number of votes leu favour of and against each such 
resolution and of any abstentions, indicating bow many votes were cast by the chairman in terms at pres tos which are 
annexed to the aefaemo document and bow many vo t es were cast by the applicant; 

5.5 all rulings made and directions given by the chairman at the meeting 

5.6 the relevant portio n s of documents and reports submitted or at the mnotlnfl; which bear on the merits or 

of the scheme* Including copies thereof; and 

5.7 the main points of any other proposals which were submitted to the meeting. 


Each Pro xy Fa rm e hrmlrt be co mple ted and signed, in accordance with the hmtnmtkxoa printed thereon and. should be 
lodged at or ported to theabovemaniloned Transfer Secretaries in South Africa or the abovem entioned United Kingdom 
Registrar, to be received noc later than 15:43 local tone on Tuesday, a June leas, bat if not so lodged or posted will still 
be valid if properly completed, signed and accompanied by proof of appropriate authority and banded to the fihiirmcT. 
of the meeting sot later than lO minutes before the meeting is due to onmmmoe. Where there are Joint holders of Ergo 
shares, any one of anch persona may vote at tha Scheme Meeting in respect of suchahams as if hafehe was sotoly entitled 
thereto, but if man than one of such joint hdlden be present or represented at the Scheme Meeting, that one of the said 
P er«a» whose name stands first m the register in respect of such shares or his/her proxy, as Uw» case may be shall 
atone be aatiUsd to vote in respect thereat -ss if hs/lsbe were the atde holder of such shares. 


In terms of the Order of Court, tha Cha i rm an of tha meeting will report the result of that to ^ 

Honourabla Goart on Tuesday. 28 Jane i&SS. A copy of such report will be available on requBst (free or ehara'i to 
Ergo member at the addresses given above at toast one week before such report b erlr date. K y 


igCTAJ ^ ^certain oondHtona precedent stated in the Scheme, oca of each 1 ^^ ltn ^ 
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Sheffield Steel 

Mucts Limited 
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CLValkftn 


By Order of the Court 


6 May 1998 


A ttorney s for Applicant 


Attorneys to the Scheme 


60 Main Street 

Johannesburg. 2001 

(PO Box 6X771. Marshalltown. 2107) 

TteL (Oil) 9405000 

Ref: Mr J A K Jarvis 


BOMaifiStrert 

Johameehurg, 2001 

CFO Soar 61772, IbnhaUtoffs, 210 7) 

This (Oil) 2404000 

Ref: Mr J A K Jervis 
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M ?I 0R IWDUSTR Y FRENC H GROUP'S MEGANE TOPPLES FORD AND GENERAL MOTORS MODELS 
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Renault leads car sales league 


By Gratem Mafkaui in London 

IL ^ 

A Renault was Britain’s 
topselling car for the first 
time in April, according to 
yesterday’s sales figures. 

Renault also eased Rover 
oat of its traditions] third 
place in the market share 
table, with the French com* 
pany taking 9.28 per cent of 
the market last month. Ford 
remained in first place, with 
the Vauxhall offshoot of 
General Motors second. 
Rover, a subsidiary of BMW, 
was fourth. 

The Society of Motor Man- 
ufacturers and Traders said 
the Renault MBgane, with 
9,361 sales or 5.46 per cent of 
the market, was the best 
selling model - toppling tra- 
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ditiona] market leaders Ford 
and Vauxhall. 

The SMMT figures show 
that new car registrations 
were down last month for 


the first time since July, but 
were the third-biggest April 
figure on record, behind 1989 
and 1997. The 6 per cent drop 
in registered vehicles - from 
182,747 in April 1997 to 
171^590 - was largely attri- 
buted to fewer selling days 
because of a late Easter pub- 
lic holiday. Last year it was 
in March. 

Mew car sales are up &3 
per cent compared with the 
same period last year, with 
Renault’s range up 23.6 per 
cent - the French company’s 
best performance. 

The success of the M6gane 
has been attribut e d to com- 
petitive pricing and five 
body styles, with the Scenic 
mini multipurpose vehicle 
accounting for nearly half of 


MGgane sales. In March the 

Mfegane topped the European 
sales charts for the first 
time. 

The drop in April sales 
could also be explained by 
the absence of any late- 
month surge in registrations 
to reap manufacturers’ quar- 
terly bonus schemes. In addi- 
tion the days lost to Easter 
were compounded by bad 
weather. The SMMT said the 
drop was not unexpected 
given a buoyant March. 

The joint sales figures for 
March and April this year 
are the second-biggest ever, 
confirming that overall 
demand for new cars is 
strong. 

“We remain confident that 
this year will be a very good 


one for the motor industry 
and it would take a savage 
cha n ge in interest rates or 
personal taxation to prevent 
this," said Alan Fulham, 
franchised dealers director 
of the Retail Motor Industry 
Federation. Rover said: 
“We’re not that concerned 
about market share, we're 
out there to earn profit The 
Rover 100 model has been 
out of production this year 
which explains why units 
have dropped.” 

Va uxhall said its 19 per 
cent drop in sales was 
because of the launch and 
subsequent limited supply of 
the new Astra, usually its 
best selling model 
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Plans for Clinton visit 
to Ireland abandoned 


v _ T ri 


By David Wlghton, 

PoWcal Correspondent 

Plans for President Bill 
Clinton to visit Ireland 
before the island’s May 22 
referenda have been aban- 
doned. the White House said 
yesterday. A spokesman said 
the president did not want 
“to detract from the effort 
that the people of Ireland 
should make to judge for 
themselves the opportunities 
that this peace agreement 
brings”. 

Anti-nationalist politicians 
in Northern Ireland have 
protested that a Clinton visit 
would be seen as interfer- 
ence in the referendum, 
which will coincide with a 
similar poll in the Republic 
of Ireland. 

Peter Robinson, an MP in 
the hardline Protestant Dem- 
ocratic Unionist party, said 
last month: “Northern 
Ireland always welcomes 
world leaders who are com- 
ing in friendship, but those 
who are coming to interfere 
in the internal electoral pn* 
cess are clearly not wel-. 
come.” Mr Robinson’s party 
boycotted the peace talks, 
chaired by former US sena- 
tor George Mitchell 


Hie first hint that Mr Clin- 
ton might not visit before 
the referenda came last 
month from Bertie Ahem, 
prime minister of the repub- 
lic, after a visit by Jhn Stein- 
berg, the US deputy national 
security adviser. 

Meanwhile Tony Blair, the 
UK prime minister, yester- 
day announced a mujtimfl- 


Blair announces 
fund for victims of 
attacks after 
hearing of EU aid 
to paramilitary 
prisoners 


lion pound fund to support 
the victims of violence in 
Northern Ireland, as he 
stepped up efforts to calm 
unionist concerns over last 
month’s peace agreement 
The plans were revealed as 
Mr Blab- met leaders of the 
Protestant Orange Order, 
which has recommended its 
80.000 members reject the 
deal 



Orange leaders later said 
they stfil found parts of the 
deal “objectionable” and had 
been convinced by Mr Blair 
that it could not be altered. 

But Mr Blair’s office gave 
a mare upbeat assessment, 
expressing optimism that 
many concerns could be 
addressed by “clarifying” the 
terms of the agreement The 
prime minister’s official 
spokesman said Mr Blair 
was determined to “get out 
there and explain what is in 
the agreement", which was 
being misrepresented by 
those opposed to the deal. 

The announcement of the 
victims’ fund received a 
warm welcome from union- 
ists concerned about the 
agreement Arlene Foster, 
one of the Ulster Unionists - 
the biggest pro-British party 
- opposed to the deal said it 
was “excellent news”. 

The prime minister’s office 
said Mr Blair was “taken 
aback” when Ms Foster said 
more money from the Euro- 
pean Union’s peace and rec- 
onciliation fund went to Cfff Stanford, the founder aid tamer managing doctor off. Demon 
paramilitary prisoners and Internet, yesterday launched a new Investment company which . 
their families than to vie- rims to support I n novative starHqas. Demon, the UK’s biggest 
tuns. Mamet service provider, was sold test week to Scottish Telecom. 

... "For too long now the UK has suffered from a lack off courage si 

PftBq) Step h e n s, Page 18 bsckfcg innovative concepts and business Ideas,” ha said. 


T aiwan 
opens 
office in 
Scotland 

By Janes Buxton in B fi nb un gh 

Taiwan has opened a 
representative office in Edin- 
burgh to develop economic 
contacts between Scotland 
and Taipei and boost the 
growing number of Taiwan- 
ese companies making direct 
investments in Scotland. 

Taiwan and the UK do not 
have diplomatic relations 
but carry out inter-govern- 
mental contacts through 
“representative offices". The 
Taipei Representative Office 
hi Edinburgh wfll have some 
of the functions of the con- 
sulates which many govern- 
ments maintain in the Scot- 
tish capftaL 

The disclosure about the 
Taipei representative office 
came as Foxteq, a subsidiary 
of Hon Hai, the Taiwanese 
electronics company, said it 
was establishing a £15m 
($25m) plant in Scotland to 
make metal cases or enclo- 
sures for personal comput- 
ers. 

Foxteq is opening a 9.000 
sq m plant at Renfrew, near 
Glasgow, to supply Euro- 
pean computer manufactur- 
ers. 

It wifi create 300 jobs by 
the end of this year, rising to 
560 over three years. 

Hon Hai Precision Indus- 
try is a publicly listed com- 
pany with manufacturing 
operations in China and the 
US. Annual sales are £456m. 

Fox conn and Foxteq, its 
UK subsidiaries, make j 
cables, connectors and PC 
enclosures. 

The biggest Taiwanese 
investment in Scotland is by 
Chung Hwa Picture Tubes, 
which is implementing a 
£2S0m project to make cath- 
ode ray tubes in a plant in 
central Scotland which will 
eventually employ 3,300 
people. 

Lite-On, a big manufac- 
turer of computer screens, is 
completing a £40m plant 
nearby to make monitors. 

Recently Delta Electronics 
said it was investing $18m in 
a plant to manufacture 
power supplies for comput- 
ers at East Kilbride, south- 
east of Glasgow, 


NEWS DIGEST 


HEATHROW AIRPORT 




Corporate jet groups in 

court challenge over slots 

Operators of corporate jets yesterday began a legal challenge 
to a new system for allocating take-off and landing slots at 
London’s Heathrow airport, which they say will damage their 
business. The esse brought by members of the Heathrow Jet 
Operators Association challenges changes made Lu airport 
procedures by Airport Co-ordination, the organisation respon- 
sible tor allocating slots at the airpoil. Heathrow said yester- 
day that the changes were necessary because of increasing 
congestion. European Union and UK government regulations 
meant that it had to put the interests of scheduled aid char- 
ter aircraft before those of corporate jets. 

The jet operators said they would allege there was a lack of 
consultation and that the new arrangements contravened EU 
rules. Michael Skapinker, London 

CANTRADE PRIVATE BANK 

Court urged to impose $5m fine 

A court on the Island of Jersey was asked yesterday to 
impose a £3m (S5m) fine and £300.000 costs against Can- 
trade Private Bank, a UBS subsidiary that admits criminal 
recklessness. Crown Advocate Cyril Whelan told the court 
that the bank had committed a flagrant breach of trust by 
making misleading statements to encourage investment in a 
perilous scheme. “They have spoilt the fabric of Jersey's 
finance industry with the slur of criminal conduct,” he added. 
Advocate Whelan also asked the court to impose a six-year 
prison sentence or currency trader Robert Young and a 
three-year sentence on former Touche Ross partner Alfred 
Williams, both of whom were found guilty, at the end of a 22- 
day trial, of making misleading, false or deceptive statements 

to investors. Phifip Jeune, Jersey 

■ 

CALL CENTRE MARKET 
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UK to lose lead to Germany 

The UK win lose Its leadership of the European call centre 
market to Germany by 2002. according to a report by Data- 
monitor. the analysts. The UK has more than 12.000 “agent 
positions'', or manned telephones, at specialist companies 
which handle calls on behalf of others. Germany cones sec- 
ond, but will take the lead with more than 30.000 outsourced 
agent positions in four years, says Data monitor. This will be 
fuelled by the growth of the call centre market in Germany, 
and by Germany's relatively high levels of outsourcing of busi- 
ness services, the company says. 

Financial services account for 23 per cent of the European 
call centre outsourcing market followed by consumer prod- 
ucts at 21 per cent and technotogy/teiecommunications with 
15 per cent 

• British Digital Broadcasting, the pay-television company, 
wfll announce today that it has appointed British Telecommu- 
nications to manage its customer call centre. BDB, which is 
jointly owned by Carlton Communications and Granada 
Group, wfll launch at least 15 digital terrestrial channels by the 
autumn. The move reflects a continued stalemate, in the rela- 
tionship between BDB and ‘British Sky Broadcasting, the sat- 
ellite broadcaster. BSkyB would have been an obvious candi- 
date to handle BDB's customer inquiries, but the pair are m 
dispute over the botes used to unscramble digital television 
signals. Brian Groom and Cathy Newman, London 
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Sheffield Steel 

• • *■ 

Products Limited 

(In Receivership) 

Sheffield 

The above manufacturing company suppfies the 
international automotive industry, and the business 
and assets are offered for saie as a going concern. 

■ Purpose butt leasehold premises 

■ Annual turnover £l.9m 

■ Skifled workforce 

■ SpeciaSsed forging process 

■ Substantial order book 

■ Blue Chip customers 

■ Accrecfited to ISO 9002. 

For further details contact the Joint Administrative 
Receiver Mike Savifle. Grant Thornton. 

28 Kenwood Park Road, Sheffield S7 IMG. 

Tel: 01 14 255 3371 . Fax: 01 14 250 0294. 


Web Ste IttpV/wwwgrart-lhcrrt 

Grant Thornton ® 

Tha UK mambar firm d Gran Ttamton Hemriml 
Mhoradbytolnsn^ 

England and WWfla toewry on w9mm**ti*a**E* 




jik 



Reply Box 85855. Financial Tones 
One Southwark Bridge, London SE1 9HL 


highly successful engineering comm 

mat has anjoyed spedaaflar growth is 
For Sale 

solely to l«sen unrwrtnfng load on smafl maragwnarf team. 

mo flrsi insaance apply for a confidentiafiiy agreement to. 
BmtPWffr, WieneWimiea.Orw Soutiwrh Bridg*, Louden 5E1 SHL 


BUSINESSES FOR SALE 


ADoeerto the ftanclal Times 


Fbr further. Infom wflo^orto advertise In IWs 
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KPM6 Corporate Finance offers for sale on behalf of the 
fast Riding of Yorkshire Council, Kingston upon Hull City 
Council, North East Lincolnshire Council and North 
Lincolnshire Council: 

HUMBERSIDE INTERNATIONAL AIRPORT LIMITED 

Interested parties should write to Margaret Ferris at 
KPMG Corporate Finance, The Fountain Precinct, 1 Balm 
Green. Sheffield, SI 3AF(Tefc 0114 27G 6789) (Telefax: 0114 
209 2421) by 22 May 1998. 

Further information about the company and the sale 
process will be made available to enquirers who meet the 
requisite criteria, subj'ect to the completion of a 
confidentiality undertaking. 


Council North Ent Li 


Combi nd Nonfa Lmcotatitfre Cound. Ns comats 


KPW8 Corporate Hnm 
HBuMNCNiyaBhif 
England tad Wafas. 


Corpora* Brae* to ■ i toiite rtri KPMS winch a 
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Kielv Developments Limited 

t/a Heritage Homes 

(In Administrative Receivership) 


The Joint Administrative Receivere offer for sale in 
the North West of England: 

m 

■ 18 residential development sites at various stages 
of completion. 

■ l industrial estate occupying approx 3 acres. 

For further information please contact Simon Allport 
or Debbie Tfoung ab Arthur Andersen, Bank House, 

9 Charlotte Street, Manchester Ml 4EU. 

■fet 0163 228 2121. Fax: 0161 200 0343. 


Arthur 
Andersen 
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HIGH YIELD INVESTOR SALES 


Ai liow mentor of to High Yield Investor Saks ran of Ab kafiqg iraotocal 
mvazmem coaqany yea wiB be npootiWe fcr rate* of totow mvctimatf pack debt 
prodatai id European defat ffraton. to ndufe Ugb yield bcmfci* tatonp and 
rtigmal aotiatirica mm 3 loma of Revenged cc mpmic* . covcrisg nwcuon laogmg 
Gwtt European nt&cnoy mmQ B* and compute s id banks m ad penrioo 


pm tndnuBid In gaMaam anil mi i nmining c&att irtrtiomfaip*. Salary 
negotiable^ Applicant*, educated to degree staadvd whh min i mum ft-10 jvan' 
icfcvonf nador level experience, pnfcibty priaod ■ leading Invcstmeci hoom, 
Amid write, cadBiteg M onriaitan vtaacex 

Bov A6I4I, Ftancdd Tinea. 

- One SoMttmrfc ttridse, London SEI-9HL 


UNILEVER N.V. 

Dhfidmd on Dutch CF CnrtScstes far onflnary capital bsuad by 
MV. M a dwta n h cli Adn diiBtrartfr an'Bi ^^ 

The Board of Directors of Unlever N.V. announces that In respect 
of the 1997 financial year a final dividend of R.1.49 per ordinary 
share of RI, - nominal will be available as from 22 May 1998, toss 
25% dividend tax 

Holders of CF certfflcatas will receive the dividend automatically vis 
the depository office in which their certificates are deposited at dose 
of office hours on 6 May 1998. 

Dutch Dividend tax relief is given by certain Tax Conventions 
concluded by the Netherlands. A resident of a convention country 
wM, generally, be Sable to Dutch dividend tax at only 15% provided 
the appropriate Dutch exemption farm Is submitted. If the certificates 
are owned by a UK resident and are effectively connected with a 
business carried on through a permanent establishment In the 
Netherlands. Dutch dividend tax at 25% will be deducted and will 
be allowed as credit against Dutch tax payable on the profits of the 
establishment Dutch dividend tax on this dividend cs FL0.3725 at 
25% end FLO 7735 at 15%. 

UK Income tax at the reduced ram of 5% on the gross amount will 
be deducted from payments made to UK residents instead of at the 
lower rats of 20%. This represents a provisional allowance of credit 
at tha rate of 16% for the Dutch dividend tax already withheld. No 
UK income tax will be deducted from payments to non-UK residents 
who submit an inland Revenue Affidavit of non-residence In the UK. 

A statement of the procedure for dalrmng refid from Dutch (Svidend 
tax can be obtained at the address below. 

N.V. Nederiandsch Administrate- en Trustte mn or. London Transfer 
Office, Midland Securities Services, Client Delivery. Midland Bank 
PLC, Mariner House Pepys Street London EC3N ADA. 

6 May 1996. 
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MUNEX BO AMMAN & PARTNERS 
VANDALITE LIMITED 
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VIDESH SANCHAR NIGAM LIMITED 

fA Govl of lnd«a Enterprise) 

INVITATION OF GLOBAL TENDERS 

Sealed Global Tenders are invited for Supply & 
Installation of SDH based Short Haul Microwave Links 
for connecting its Gateway Centres with the 
customers at cities of Mumbai, Bangalore, Chennai, 
Ernakulam, Pune, Ahmedabad, Kanpur, New Delhi, 
Calcutta and JaJIandhar etc. 

A complete set of tender documents can be 
purchased by the interested tenderers on submission 
of written applications to the address given below and 
upon non- refundable payment of Rs. 5,000/- OR USD 
200 in the form of Demand Draft payable at Mumbai 
and drawn in favour of Videsh Sanchar Nigam Ltd. 
The tender documents will be available for sale from 
04/05/1996 to 05/06/1998 between 1500 hrs. and 
1700 hrs. on all working days. 

AH tenders accompanied by Tender Security for an 
amount of USD 40,000 OR Rs. 15 lakhs shall be 
submitted on or before 1200 hrs. (1ST) of 19/06/1998 
to the address given below. The tender will be opened 
at 1500 hrs- (1ST) on 19/06/1998. 

Chief General Manager [Commensal) 

VIDESH SANCHAR NIGAM LIMITED 
4th Floor, Videsh Sanchar Bh avail, 

Mahatma Gandhi Road. Fori, Mumbai- 400001. 

TeL : +91 (22) 262 4020 Ext : 2204£196 Tlx : +81 (11) 62429 VSNH IN 
Fax : +91 (22) 261 9640 / 261 9449 
Web site : http^/www.vsnLnet Jn/tender.Wml 


On fin instruct ions of CoJin Burke. 
A A a bita n w of VANDALITE LOOTED, 
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NOTICE TO HOLDERS OF 5% PERMANENT DEBENTURE STOCK AND 
SHARES OF THE ONTARIO AND QUEBEC RAILWAY COMPANY 

NOTICE TO HOLDERS OF 4% FIRST MORTGAGE BONDS AND SHARES 
OF THE TORONTO, GREY AND BRUCE RAILWAY COMPANY 

The Ontario and Quebec Railway Company (“O&Q") and the Toronto, Grey and 
Bruce Railway Company (TG&B”) are participating in a transaction which is to be 
implemented by way of Plan of Arrangement under the Canada Business 
Corporations Act. In connection with the Arrangement, holders of O&Q’s 5% 
Permanent Debenture Stock ("PDS") will be paid £100 per £100 of PDS or the 
Canadian equivalent thereof; and holders of TG&B's 4% First Mortgage Bonds 
(“Bonds”) will be paid £100 per £100 of Bond or the Canadian equivalent thereof. 
Shares of O&Q and TG&B will be exchanged for shares of Canadian Pacific Limited 
unless their holders elect to receive cash in the amount of $650.00 and S100.00 per 
respective share. Ail securityholders will also be offered the right to dissent and 
have their holdings appraised by the Court 

Take notice that a motion is being brought by the parties to the Plan of Arrangement 
before the Ontario Court (General Division) {Commercial List) on May 20, 1998 at 
10:00 o'clock am at 393 University Avenue, Toronto, Ontario. At that time, an order 
will be sought authorizing O&Q and TG&B each to hold meetings of their security- 
holders. At each of these meetings, a vote will be held concerning a resolution in 
connection with the Plan of Arrangement 

Copies of aS the material filed with the court by O&Q and TG&B may be obtained upon 
request without charge from Michael Barrack, McCarthy Tfitrault, solicitors for O&Q 
and TG&B, a! Sufis 4700, Toronto-Dominion Bank Tower, Toronto, Ontario M5K 1E6 
CTetephorie: (416) 601-7894). 
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HEALTH ANTI-AGEING CREAMS 








Vitamins to help wipe 
away the wrinkles 


Vanessa Houlder asks whether lotions and potions that contain 
antioxidant vitamins help the complexion retain a youthful glow 



Whenever the beauty 
industry trumpets a 
new "scientific"* 
advance, it tends to be 
greeted with scorn by medi- 
cal experts. As far as many 
dermatologists are con- 
cerned, tbe appeal of the 


suggesting that the anti- muster. In 1994, a cream 
oxidants prevent the called Renova - which con- 
destruction of collagen in 


ically salicylic acid, have 
been introduced with claims 
that they are more effective 
and milder than AHAs. 

The real test of cosmeceu- 


tbe skin by ultra-violet light. 
There was no effect from the 
antioxidants when they were 
swallowed as capsules. 


tains an active ingredient ticals like these is whether 
related to vi tamin a - was they work. The manufactur- 
app roved in the UK as a pre- ers can point to their sales 
scriptlon wrinkle treatment figures in support of their 
The cream, which was origi- claims. However, research 


The researchers acknowl- nally developed to treat by tbe Consumers' Assoda- 

myriad lotions, unguents edged that the medical pro- acne, became the first pre- tion is less encomaging. 

and serums on the beauty fession has been sceptical scrtption-only wrinkle treat- After a blind testing of 12 

counters is mostly due to that a cream containing ment to win approval from ordinary moisturisers and 12 

seductive packaging and antioxidant vitamins can tbe US Food and Drug anti-ageing creams, it con- 

cluded that tbe women were 
more likely to attribute any 
perceived improvements 
such as fewer wrinkles or 
smoother skin, to ordinary 
moisturisers rather than 
anti-ageing creams. 

One component of the skm 
creams won general 



marketing hype. 

And yet the latest genera- 
tion of skin products is prov- The medical profession has been 

ing hugely popular. In the .... . . 

sceptical that ... a cream containing 


VeHacotfc Digitalisation will bring a big increase in the use of. CCTV cameras because so much more can be dene* 

TECHNOLOGY DIGITAL CCTV 
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US alone, people spend an 
estimated SSOOm (£500m) a 
year on anti-ageiug skin 
products. Does their success 
prove that the products 

really work? Or is hope tri- - approval As the sun is held 


antioxidant vitamins can improve 
the condition of skin 


Looking for trouble 


umphing over experience? 

The case for high-tech 
wrinkle creams has been bol- 
stered by French research 
published last week which 
suggested that a vitamin 
cream resulted in a "signifi- 
cant improvement" in skin 
that has been damaged by 
exposure to ultra violet light 
and other irritants. 

The research, which was 
supported by a grant from 
Esfee Lauder, the cosmetics 
company, was part of a 
much laiger study - called 
Su-VLMax - to evaluate the 
impact on health of antioxi- 
dant vitamins, such as vita- 
mins C and E. When eaten, 
these vitamins are believed 
to protect against the dam- 
aging effects of free radicals, 
a highly reactive type of oxy- 
gen atom. The French study 
provides evidence that the 
antioxidants are also effec- 
tive if they are applied to the 
surface of the skin. 

The study produced stri- 
king results, according to 
the researchers. There was 
an 3 per cent reduction In 
existing lines and wrinkles 
in the group treating their 
skin with the antioxidants, 
compared with a IS per cent 
increase In severity of lines 
and wrinkles of the group 
using the placebo lotion. 

It also reduced the loss of 
skin elasticity and thickness. 


largely responsible for visi- 

improve the condition of A dminis tration in 1995. ble signs of skin ageing, the 

skin. But they hope their More common, are “cosme- use of sun screens - or stay- 
results will change percep- ceuticals”, the term used to ing out of the sun - is proba- 
tions. “We believe these find- describe products that blur bly the best way to prevent 
mgs will convince our col- the distinctions between cos- w rinkl es and lines, 
leagues of the benefits of me tics and pharmaceuticals. Otherwise, the report was 
topical anti-oxidants in skin The most notable example sceptical about the effective- 
care." says Loic Vaillant, of this breed are the moistur- ness of the anti-ageing ingre- 
professor of dermatology at iser ingredients called dients. “Some of the claims 
Tours University. “alpha hydroxy acids” or made for the ingredients in 

Critics often argue that AHAs which arrived on the anti-ageing creams can be 
the claims made by anti-age- market in 1992. This term substantiated but, in the low 
ing products are often mean- covers a range of acids, concentrations used in the 
ingless or even untrue. If a m ainl y from fruits, which 
product is effective In treat- may work by speeding up 

the shedding of the outer 
layers of tbe epidermis. 

For many, this peeling 


The days of analogue surveillance equipment may soon be over. 
James Buxton on the advent of digital security cameras 



ing ageing, it should be clas- 
sified as a drug, not as a 
cosmetic, they say. 

There are isolated exam- 
ples of wrinkle treatments 
that have passed scientific 


creams, they are unlikely to- 
do much more than moistur- 
ise your skin," it said. 

The evidence in favour of 
the cosmeceuticals is, at 


effect results in a younger best, inconclusive. But that 
looking skin. More recently, seems unlikely to stop their 
“beta hydroxy acids", specif- relentless rise in sales. 
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The scene from a film 
where the security 
guards doze while TV 
monitors in front of them 
display blurred pictures of 
intruders relayed from secu- 
rity cameras may be about 
to become a thing of the 
past. 

It is now possible to pro- 
gramme CCTV cameras to 
buzz the person responsible 
when something irregular 
happens, such as a door 
opening when it should not 
or a sudden build-up in the. 
flow of people In a public 
area. No longer need the 
only watcher be the security 
guard: the CCTV pictures 
can be viewed by the office 
receptionist or a senior exec- 
utive, and simultaneously by 
a colleague miles away. 

These advances are being 
made possible by the arrival 
of digital technology in 
CCTV, a world that has hith- 
erto been largely analogue. 
Unlike analogue CCTV 
systems, digital systems per- 
mit cameras to be pro- 
grammed to respond intelli- 
gently to images and to do 
such tasks as counting 
people and recording the 
colours of their clothes. 

Whereas analogue video 
pictures cannot be transmit- 


ted satisfactorily over more 
than about IQBm of coaxial 
cable or about 30km of opti- 
cal cable, digital images can 
be sent any distance over 
computer networks using 
simple cables without losing 
quality. They can be stored 
on CD-Roms and used as evi- 
dence in court. 

“Digitalisation will bring a 
big increase In the use of 
CCTV cameras because it 
means so much more can be 
done with them,’* says Oliver 
Vellacott, an entrepreneur 
whose company Indigo 
Active Vision specialises in 

digital imag in g 

Indigo produces a small 
card containing a microchip 
and software that process 
images from CCTV cameras 
and transfer them to local or 
wide area networks where 
people view them on PCs. It 
sells to makers of CCTV 
cameras and surveillance 
systems in Europe and the 
US, and is now concentrat- 
ing on Japan. 

Based outside Edinburgh, 
it employs only 25 people but 
is growing rapidly from a 
small base. Last year it 
shipped 10 times as many 
units as the previous year 
and expects a similar 
Increase this year. T u r nover , 


which Alister Minty, head of 
sales and marketing; says is 
in "millions of dollars as 
opposed to tens of millions”, 
trebled last year. 

Mr Vellacott started Indigo 
after working for Vision 
Group, the quoted Edin- 
burgh producer of semicon- 
ductors for imaging sensors. 
Though he and senior execu- 
tives hold the majority of the 
equity, it has obtained $5m 
from 31, Northern Venture 
Managers and Scottish 
Development Finance. It 
spent S3m developing a Rise 
(reduced instruction set com- 
puting) processor and oper- 
ating software it has 
patented. 

Indigo says this has given 
it an edge ova" rival produc- 
ers of active vision systems 
for CCTV. Competing, 
systems depend on a PC con- 
taining three extra cards to 
receive, compress and pack- 
age images from the camera. 
Indigo has put tbe functions 
on to a single card that is 
inserted into the camera. 
Though typical orders might 
be worth Sim, it claims the 
system costs only $100 per 
channel. “We think that is a 
price level at which a mass 
market can take off.” says 
Mr Vellacott. 


Indigo's target market con- 
sists of 200 or so big com- 
panies worldwide that make 
CCTV systems - a market 
that it believes will be worth 
£3bn ($5bn) during the next 
five to 10 years. Initially it is 
concentrating on enabling 
companies to upgrade exist- 
ing surveillance systems 
from analogue to digital by 
installing its card and soft- 
ware. Later it expects to ben- 
efit from a wave of orders for 
new cameras and systems. 

The company refuses to 
name its customers. How- 
ever, H says its product has 
been used to improve the 
internal surveillance system 
in a state prison in the US. 

Indigo's cards have also 
been fitted to tbe command 
and control system of an 
Aegis class cruiser of the US 
navy without requiring addi- 
tional cabling. The Indigo 
system plugs Into the exist- 
ing network and supplies 
live video pictures to any 
workstation on the network. 

Indigo sees a potential 
niche in the market for 
speed cameras. Just now 
numbers are limited by the 
time it takes to move tbe 
cameras from site to site and 
process flfrn But Mr Vella- 
cott believes numbers Will 
rise as it becomes possible to 
manage them remotely and 
process the data swiftly. 


PROPERTY MARKET PLACE 


51-55 Marlborough Hill, 
St John’s Wood NW8. 

ft 

Show apartment opens May 8th. 


Artist's Impression 



The show jpartment will be open from May Srh and die apartments are scheduled for completion in 

October - which makes them unique in St Johns Wood at this time. 

Price* range trom £ 220,000 for a 1 bedroom apartment, £ 365,000 
for 2 bedroom apartments and £ 395,000 for 3 bedroom apartments. 


Quiet location 

Close ro Sr John’s Wood tube station 

Fully fitted Poogenpohl kitchens with 
granite worktop* and integrated Bosch 
appliances 


Fully riled bathrooms 
Landscaped gardens and retraces 
Secure underground parking 

Most flats with floor to ceiling windows 
to front and rear 


ONLY 17 REMAINING 


.. DEVELOPMENT UK. LTD. 


Sale- Office open 

Monday, Thur>J.iy & Fnd.iv l lam - 6pm. 
Saturday & Sunday 1 1 o m - 5pm from May Srh. 



Berlin 

Dresden 

Frankfurt 

Hamburg 

Leipzig 

Stuttgart 

Make your business where the business 
bulls the markets. 

Finest representative offices 
and buildings to rent 

For further information, please contact 
the property owners: 


Phone +-49/89/ 1 2 173-108 
Fax ++49/39 /T 2 173-217 


Internationales Immobilien-Jnstitut GmbH 
Aibrcchtst ra Be 14 • D-8063G Munchen 


FPDsavills 




INVESTMENT FARMS 
PORTFOLIO 
3,500 acres 
(1 ,41 8 hectares) 

Six farms in Yorkshire, Lincolnshire, 
Norfolk and Wiltshire 

RENT circa £204,000 

For Sale as Whole or as individual farms 

London: 0171 499 8644 Contact: Justin Marking 
e-mail: jmaiiiings<srfpds,ivi I ls.co.uk 
Salisbury: 01722 426810 
Contact: Roger Singleton/Nick Summers 
e-mail: nsummer5@rpd5avrlkco.uk 


/yyv 

000 

Fonds 




MORTGAGES FOR SALE 

3 Portfolios of Residential Mortgages 
Approximately £15m secured on 
920 properties throughout the UFL 

Primarily second mortgages with varying expiry dares 
together with a number of first life mortgages. 

Available as a whole or in parts. 

For farther information phase contact: 
DjFlmmer Edward Spencer 0171 8968265 


DRIVERS 

iOV-Y5 


FLORIDA 

Investment Opportunity 


* 8,000 Acres, Divisible into 6 Parcels 

* 10 Minutes from Disney World 

* $1.1 Million in Current Lease Revenues 

■ One of the Fastest Growing Markets in America 

* interchange Access 

* Between Orlando and Tampa 

* Excellent Frontage on 1-4 Corridor 

Offering Deadline: JUNE 16 , 1998 

For Information, Please Call 
Suzanne Martinez at (312) 223-2208 

LA SALLE PAJSTNERS/CYFRESS GARDENS REALTY 


O V 


Canary Islands - Lanzarotte 

■ 

1. Cass Hotel Ground 

u Waterfront u 4 Star u Best View 
u 700 Beds poss. priced at 
1600 Mio. Pesetas 
u Direct from Owner 
u Contact Representative 

Fax: 0049 7161 77651 


PROPERTY SERVICES 


Extend your lease 

** OR HI YOUS FREEHOLD 

O-a 1 584 3399 

Speeiai;.<* Vahiatt&n. Surveyors 
Boston Catuunqton Piutcha&d 
www.rily. nO.corn/propartyfraJucrs 


S. Marghbhta Ugwe, fruy* ExausvE opportunity 

Unamous, period uflta tn Coppeda style, with panoranic 
view over the GUI and surrounded by a large, beauiifuf, 
and well Kept garden, guaranteeing maximum privacy, and 8 
wonderful pool with attached Maura area Confidential negotiator® 

For further information, please contact 
SANT ANDREA, Mian, Italy 
Tel: +39/2/76021485-92 Fax: +3972/7B1996 


earch 




Londcnb No. l 


LETUSSBAROiFOftYOU 

W +44 CP) 171 sas 1066 
-fe+44(j0j)!7l US 1077 

MflwKtaMAtuUM 


Hora e Sc srd i (Londoq) Led 
KMgbabridgc SVs 


To place an advertisement within the 

Property Market 


Ptaree con ta ct 

Tina MeGonnon on 0171 873 3252 
fax 0171 S73 3033 
frmafc tnsLrnqSp mmiO i L coin 



Financial Time& 


EST 


will find you the London home 
you want, where you warn it 


0171 581 4819. 


MAYFAIR 

2 suites of CAC 89 ID let m smart 
period buUng off 
Park Lane, 

962 sq fee* rw each. 

nesdott lams. 

0171 495 6455 Ext 22 


0UD THEATRE COURT 

BAHKSIDESEl 

A SELECTION OF NEWLY BUILT 
TWO BEDROOM APARTMENTS 
WITHIN EASY WALKING 
DISTANCE 

of the City 
Now ready for 

IMMEDIATE OCCUPATION 

PRICES FROM £195,000 

Parking space available at 
AN ADDITIONAL £15.000 


CONTACT 5QL£ AGtt* 

DUNCAN ALLEN 

0171 407 2790 
FAX: 0171 407 3275 
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MANAGEMENT EXPATRIATES 
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MANAGEMENT 
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The loneliness of 
the overseas posting 


When managers are sent to run offices abroad, they 
feel cut off from headquarters in more ways than 
one, says Alison Maitland 

IMS be ^ n work at a These are not only the well- that is still very Japanese. 

■Etj European-based multi -aa- documented problems of culture Managers facing a diffic ult “re- 
mrnal with high hopes of shock, lower Hying standards or entry" to the corporate centre 


ning operations in Europe or 
Africa who have returned to 
obscurity at home: “I think 
they’ve probably become too 
Europeanised for an organisation 


a successful Internationa] career. 
But doubts soon set in 
After his first posting in east- 
ern Europe, he spent several 
months kicking his heels at head 
office until his bosses found a job 
for him as a manager in South 
America. Now in his late- 
twenties. he is unsure bow his 
career will develop and is frus- 
trated by the lack of feedback. 
'What fm learning here should 


the upheaval of moving children may leave their companies or 
to schools back home. retire early, soon after returning 

More intractable are the obsta- home, 
cles created by being remote “When you’re an expatriate, 
from the centre of power, the you’re special,” Kevan 

“executive dining room debate” Hall, a former manager with 
and the professional contacts Mars who runs Glo ba l Integra* 
that help managers develop cor- tlan. a management training con- 
porate vision. suitancy. 

Prof Wild says even distin- “When yon come back you've 
guished international perfor- changed and people around you 


haven’t very much, You may not 
be coming back to as big a job as 


mance is not normally eno u gh to 

allow me to take a more senior secure a top post. 

role somewhere else abroad or at “Having done well is impor- you 
head office,” he says. tarrt, but having the potential to Mr Hall cites a study of US 

*But I'm not clear this is going change things in future is also managers that found th a + 26 pa 1 
to happen because I'm not sure essential. Views on the strategic cent were actively looking for 

direction of the business, and work in other companies after 
famil i ari ty with new threats and returning from overseas and 74 
opportunities from technological per cent expected to move on 
and market changes, are pre- within a year. 


there's any significant manage- 
ment of the career process 
abroad. Sometimes you feel 
you're not getting clear guidance 


because you've been slightly for- requisites for top Jobs," he 
gotten about. That's not a partic- says. 

ularly good use of resources.” “Unfortunately expat managers 
Such problems encountered by ran lose out on these thinga 
expatriate managers away from They tend to be absorbed In run- 
home are branded “the perils of ntng their business. Their time is 
detac hme nt" by Ray Wild, prind- fully occupied.” 
pal of the UK's Henley Manage- Another problem he identifies 
merit College. is “b eha vioural detachment” - 

Companies increasingly where an expatriate works in a 
demand international skills of culture demanding a m anag e- 
their managers in the drive to merit style judged inappropriate 


globalise, be says. But obstacles 
may stand in the way of those 
who want to return to a job at 
the top of their organisations. 


or misunderstood at headquar- 
ters. 

Prof Wild has known high- 
flying Japanese executives run- 



c You need to have 
maturity and 
confidence to 
step outside 
and feel 
you can return’ 

Sally Muggeridge, 
human resources director 
based in Singapore (left) 


For Prof Wild, that is not only 
a waste of talent and resources 
spent grooming the manager for 
higher things- “It is also an 
obstacle to other people following 
in the same path.” 

Managers in the field say these 
“perils” vary acccading to loca- 
tion. length of posting, and the 
attitude of the company and indi- 
vidual. With the right approach, 
they may be overcome. 

Antonefia Petra, a 31-year-old 
South African, made the transi- 
tion from r unning the Turkish 
operation of AGB Media Services, 
a television audience measure- 
ment company, to becoming 
operations director at its Swiss 
headquarters. 

It was not problem-free. In 
Turkey she adapted her informal 
management style to tackle what 
she found to be a hierarchical 
s y stem. T almost had to be dicta- 
torial and say [to the local man- 
agers] You will treat your staff 
as human beings, not servants’,” 
she says. 

Returning to Switzerland she 
found her autonomy curbed: “I 
worked on gut feel To come back 
and suddenly experience total 
constraint has been difficult.” 
But she feels it is the right place 
to be. 

“I get really good feedback 
from my colleagues and my boss 



Expats Fred and Arm Means: The advantages probably outweigh the disadvantages' 


and I'm learning a lot more ” 

Ann Means, a European train- 
ing manager for Price Water- 
house based in Budapest, 
believes it is easier to keep in 
touch with the corporate centre 
on a two-year assignment than a 
10-year one. 

She says managers working in 
emerging markets such as Russia 
can achieve a higher profile and 
quicker promotion. *T sometimes 
feel I miss out on the coffee 
machine chat and bumping into 
people in corridors. But the 
advantages probably outweigh 
the disadvantages,” Ms Means 
says. 

Her husband is a general man- 
ager for Shell in Hungary and 
keeps in close touch with col- 
leagues and corporate thinking 
by the group's intranet. 


television service and e-mail. 

Cable & Wireless runs a pro- 
gramme called Leaders of Tomor- 
row that identifies and tracks 
managers a few steps from the 
top, sending them on interna- 
tional assignments to gain expe- 
rience. 

“It’s always worth knowing a 
lot about them before they go 
and what they're doing while 
they’re there.” says Sally Mug- 
geridge, Asia Pacific human 
resources director based in 
Singapore, wbo set up the pro- 
gramme. 

“You have a much better 
opportunity of integrating them 
tack into the organisation.” 

Experience at corporate head- 
quarters also helps. Ms Mugger- 
idge was C&W's management 
development director in London 


before Singapore: “I don’t think 
I'd have found the transfer so 
easy without having been in the 
corporate centre and knowing 
wbat it is like." 

SmithKline Beecbam says it 
handles the issue by rigorously 
pl anni ng international careers 
and by shared management pro- 
cesses that induce familiarity 
wherever executives are 
working. 

Potential general managers 
must have experience of two 
countries, two functions - sucb 
as sales and marketing - and two 
sectors, such as pharmaceuticals 
and consumer products. 

Karen Kennedy, bead of 
human resources for the group’s 
European pharmaceuticals divi- 
sion. rites a business strategist in 
the UK who moved to New 


Colin Beere 


Zealand as general manager. “I'm 
in contact with him and his man- 
agers. He has high potential and 
will move on in three to four 
years," she says. “It's very rare 
for us to lose high potential 
people.” 

Much also depends on individu- 
als, according to Ms Muggeridge. 
“You need to have maturity and 
confidence to step outside and 
feel you can return.” Individuals 
should develop flexible skills and 
spot what job needs doing that 
could provide them with the next 
career move. 

Yet a degree of insecurity may 
be a natural part of aspiring to 
reach the tap. 

As Ms Muggeridge points out, 
expatriates who never worry are 
the ones who do not want to 
return. 


THE PROPERTY MARKET 
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Heading to heady levels 


The economic expansion and little new construction have 
combined to push up US rental prices, says Richard Waters 


The Sears Tower in Chicago. 
The Chrysler Building in 
New York. The Embarcadero 
Center in San Francisco. 
Name virtually any 
landmark US office building 
and there is a good chance 
that it recently changed 
hands - or is just about to. 

The return of capital to 
some of the biggest US 
central business districts 
marks a profound change of 
mood. After the bust of the 
early 1990s, the investment 
enthusiasm that remained 
for office buildings tended to 
spin out to the suburbs. The 
downtown office markets 
were declared dead, killed by 
excessive costs, antiquated 
buildings and the shift away 
from the old cities of the 
north east and mid-west to 
the sprawling ex-urbias of 
the south and west. 

The pendulum has swung 
back with a vengeance - and 
the prices being paid for 
top-class buildings have 
surged. Prime space in 
Manhattan’s midtown 
district, an area that 
comprises the world’s largest 
commercial real estate 
market, now commands as 
much as $500 a sq ft, while 
the Embarcadero Center in 
San Francisco looks likely to 
top $300 a sq ft when a 
I rin g . r unning auction Of the 

development finally comes 
to an end. 

Behind this rebound are 
two powerful forces: a 
firming of many downtown 

rental markets, and the 
wave of cash that has flowed 

into real estate investment 
trusts (Beits). The former 
has had an unambiguously 
positive impact for investors, 
while the latter may already 
have driven prices to 
excessive levels. 

The long US economic 
expansion and the dearth of 
new construction have 
combined to push vacancy 
rotes down - and rents up - 
across the country. It was 
not long ago that pessimists 
were predicting a steady 
exodus of big corporations 
from New YorkKow r ents 
hi nddtown Manhattan “are 
at levels last hit in the 
mid-1980s, and the market is 
very strong." soys Bruce 
Mosler. a director of 
Cushman & Wakefield. The 
headline rates do noi even 


tell the whole story: there 
are fewer concessions 
available, raising the all-in 
cost for new tenants, he ' 
adds. 

■ New office construction 
has certainly picked up - 
but, compared with the 
1980s. remains negligible. 
According to LaSaDe 
partners, a Chicago-based 
real estate company, the 
construction of oew office 
space during the peak years 
of the last decade reached 7 
per cent of total outstanding 
supply: the recent increase 
in construction to ok the 
level to only around l per 
cent last year, rising to an 
expected 2 per cent In 1999. 

At the same time, most 
purchasers still claim that a 
comfortable gap remains 
between the prices they are 
paying and the replacement 
cost of a new building. Even 
deals like that involving the 
Embarcadero, which is in 
the final stages of being 
auctioned, should be 
completed at less than 
replacement cost, says John 
Moody, chairman of 
C or n e rstone Properties, one 
of the bidders. 

It is no surprise that San 
Francisco - with Boston - 
tops most investors' list of 
the hottest downtown real 
estate markets. New 
development land is scarce 
and a regional economic 

Central b u s in ess (Bstricts - 


. boom has driven rents 
| higher, similar factors have 
fuelled the enthusiasm for 
New York and, to a lesser 
degree, Chicago. 

Despite the generally low 
levels of new development, 
though, same cities may 
already be in the first stages 
of a near cycle of 
over-construction. Dallas, 
fresh from a severe 
downturn in the late 1980s. 
is in the grip of a new wave 
of building, even though its 
downtown vacancy rate is 
the highest of any leading 
city. The demand for space 
from tenants is rising 
sharply, but may not be 
enough. 

These cities' problems are 
not yet severe enough, 
though, to disturb the 
general picture. Among 32 
central business districts 
monitored by Cushman & 
Wakefield, only five suffered 
an increase in vacancy rates 
between the first quarter of 
1997 and the same period 
this year. Just two - Atlanta 
and New Haven - saw rent 
levels decline. 

Whether the prices now 
being paid far office 
buildings have got to an 
unrealistic level is another 
matter Not SO long ago, 
seemingly invincible 
Japanese financial 
institutions fought for 
control of prime US reel 


estate: now domestic 
investment trusts have 
taken up the running, 
fuelled by the wave of equity 
that has flowed into the 
sector over the past three 
years. That competition has 
already driven prices to 
heady levels. 

Take the Embarcadero 
Center. According to Mr 
Moody a price of $300 a sq ft 
would equate to a 
capitalisation rate for the 
buyer of around per cent. 
That is well below the “cap” 
rate of around 9 per cent 
that according to 
PaineWebber, is typical in 
the office sector. 

How coaid any company 
justify an investment that 
would yield less than its cost 
of funds? According to Mr 
Moody, though, that 6L5 per 
cent does not tell the frill 
story. By renegotiating rents 
that Call due in the short 
term and bringing forward 
other rent reviews, it might 
be possible to lift the yield 
fairly quickly to 9 per cent 
or more, he says. 

That may be so. However, 
the fact that real estate 
companies are now having 
to work harder to squeeze an 
acceptable yield from their 
purchases suggests that the 
level of risk is going up. 

At the same time, the 
supply of prime office 
buddings in central business 
districts may start to shrink. 
For the most acquisitive 
Rerts, that could spell a 
| tougher period ahead. 
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Notice to holders of Share Warrants to Bearer 


nHVfoMe 


In the matter of the spphestinn of: 


rtocDrpor&iBd in Um fiepubllc of South Africa i 

iRe^ No. oaoagiom 

{Trsagukn 


OF 


in terms of Secuon 311 of the South African Campania* Act. \CT 3 . 1 he Ati' 


1 . AnnouncmmiW were published hi the press on 26 November 1997 and 30 March 1096 conucrning 1 he pmpjtmd merger of the gold interests of Anglo 
American Corporation of South Africa Limited and ompanln aa aoemted with it. into AnghgoM Luzuicd ■ "A ngloputt~» 1 formerly VaaJ Rrcfa Exploration 
and Mining Company Limited) (RugtotnUioo number OW 735-1**1. The announcement* propound Uni iu part of ibe m^rgiT. ftvegetd mild be 
commuted os s wholly owned sutilfflaiy of Angfognld. vbJt>h would acquire the enure issued share capjf:il erf Pn^d hi icnnx of a Scheme proponed 
by AnglogoM bawHO Freegnld and Its member* Such a Scheme I ms been proposed and upon Uv &chumv bctovninp openaUvc. FrecgoM will be 
egamuad bb a wholly owned mbakliary of AngJcgodd- 1ft plane erf char shareholdings ui Freehold. Freehold semniis participating in the Scheme will 
metes dares in Angtogold in the ratio of 1 \M Anidogofld khuh Tor ewry IOO dium held in FrwKuhl on lln- iippnpriaiu reuunf dale. Lotgethcr * ith 
■ cub mtHimiot u& lieu o t say fraction* of an Anrfofptid s biro. 

£. Ihe p ra p nml anil be submitted to members of Freegoid ai a neMint; of members 1 'the Scheme Urging' 1 mtvned pumuani 10 the direction or the High 
CDurt erf South Africa (Wjtwateraraad Local Diatoms 1 to he held at IfSb Floor. S3 UanduJ] Street Johannesburg. Republic of Sfrixih Africa- 00 Thursday. 
A June 1098 at the later of \QAZ* and l fan tooduam or wfym ranem of u* atone d iwroberh *>f Souihtnal WbLngii UnM cCT w a ad to be 

held 40 mhniifl* earlier than 20*40 cn the wane date and at U>e same venue 


a. smgrni 


operative 

payments 


to approval bj 
v on ft&Mxfay. 
to to term* or 


by members at the Scheme Meeting and after faUHmrni of vtinou* conditions precedent, it m eaptcicd liUl Uw Scheme will become 
29 June IPS S TTtenafter. members will booosne entitled to claim new Afifrloqnld shore certificates and rracimml rninteraenl 
itoBdrat 


4. Holders of Share Warrants to Bearer are advised to contact any of the undcTmcjni lorird Ftiymg Apnirs imnudiaicly where upw of ibe cforuireatetina 
tihttif to the fttenpi iDchuhug the Explanatory StotmoonL made m ii-nns or Section 3 12 of the Act 1 which incorporates the Scheme 1 and other 
necessary document*, wffl be available doling normal bosineia hr*u* frvxn Wedm-wiaY C May 1W9 Tltr dncumuDUdian relating to Lhi- Scheme, which 
vtD be made so mflable. will be posted to registered member* oti Wednesday. G May row and yiv» full ctaadv or tho prnpaubc unri the seven to be 
taken by registered oanhers to enable them to vote *u end panjjripftir in. uu* Scheme 

0. The Paying Agento ora: 


Foul National Bank of SmiUtern Africa Limited 

Group Cacuntto and Cuetndnl Sfervtoee 

Mezzanine Floor 

1 Find. Place 

Sunmonde Street 

Johannesburg. 2001 

Republic of South Afnoa 


CrMu du Non* 
SO rue d'AAjau 
?50W Purr* 

PfrllftV 


Belgian 

Sonic Bnwrid Limbrn 
Avenue Mimbc 24 
B- 1 000 Brussels 
Belgium 

ui rhe Lfajtod Kiiyrdom 
Comp u lorn luiro S>rvtn PIC 
PO Bert W 
Galon House 
MdiffeWhy 
Bristol BS90 ?NH 

•v In terms of the prepared Scheme, memfaera erf Fresgald will. iT the Bctum* to ImpLrocnictL be require] lu humixla lhcir Share VP&rnml£ to Bearer to 
the laying Agentt at any bilte up to 80 June I9flb nod atony Unw thereafter tothulhins/vrS«.r«jirte* in order lo receive share* in Angtegold. «■ nidi 
vfQ be In registered form Accordingly, boldere of Share WuianiB u< Bearer will be required 10 give a name and address tor tqoorpcnUoH IJiko the share 
reg iste r of Angtegold In relation to the shares to be transferred, in ibo mni of ibe Stotmc being implemented 

DBIRUCtSDSB TQ 0GUXBBS V SHAKE WHU»S' TO BEARER 


Union Bank of Svsisurland 
Bahnhottarwe 4S 
Cb-SQg] Zurich 
SwibBriaad 

TlhlbinferteWhrlK of Freegoid are* 
In South A£nc* 

OonaDlteaiml Share H a g t atm a Umited 

Firm Floor. Bdura 

41 Fto Street 

Johannesburg 1 . 2001 

iPO Bo* 61051. KarehaUtown. 2lP7i 


1. 


Hddsr* rf Share Warrams in D n uc who wish to attend in perron or by proscy- nr to vote, at the Scheme Ifo-unc miui prior 10 12.00 on Monday. 1 June 
IBffiL submit to one of the ahowwnen tinned Paying Agmu tbnr Share Warrants 10 Bearer vuh Ulna No 2 and enupem Nua cn 10 SO mdustve. aiuuied 
In return therefor, authorised Fbnp* pf Aitesstiooco or Autfrortenf Pntwy FOcms l!h« n£» may be and iw required by liie holder, in reepocj of the number 
of share? rapraa ilBd by the Wamua surrendered, wdi bo Imucd tv the Pbying Agent Tc>r u sc id ihe> Erivmv UseTiAfr The Shore Warrani io Bearer, 
together with and ooupons bo winatiend. can he cxAV acted from 010 rrtoreiil poymi? Agem after u» canciusun of ite mMAjjig. or any adjo m u g ieai 
thereof, against atimnder of the receipt given to respect iborecrf 


2.1 hotders of Stare Warranta 10 Barer 

2.1.1 may at any urn* up to so June IBM lodge with one or Lfrr frying Agrols. and at any Lne Lhertsinir lodge with Lbe IVunafer SknovlariaiL n 
duly omapleiod Surrender and Atternalive Offer Acceptors Form Tor holders of Shore Warrants in Bearer lobtoirtublc from the retovnoi 
Paying Agent or Tranafar Bmetaxyl logrttirr wuh their Share Womnii to Bearer having the seal uko and ooupuOP auaclwd Lhmto, 

0 1-2 must ramw 4 written nweipl from the retevanl Faying Apmt «-jr TrarudorS^miiry. in na^ect of ihu Share W hreanu to Braxcr so kidgedL 

2. I S may not earlier Utaa ID tiiyi ofror U» feller of Lhi* date on which the Schcat * c bvcuiiMi operative and toe dale nf surrender of the relevant 
Shore Ufrmatfl to Bearer, ocrfkct the registered share a-rtlik^]^ ut irspect of Angtognld ronetiniLtog the Share Choitidcr&toav in 
termB or the fichwiw, a4d any fractional antiUemeni poymem referred :n abore. from the P-iymg Apeot or Thmaftr Secretary to whoa the 
turroader was made, against nmitder of (he molpi referred to in c 1 2 provided that if any <vtk buider has (pisai written matructiona 
requlrtag neb arUflcaia and fraeuanal onfllksncnl 10 be pcabxL Mail posting shall he efTrticd at tiv n&k of Lho addretave cm the 
ibovg nen tiop e d lOlh day-. 

22 in the event of the Scheme not becoming operative, an anmninunDeni u> ttai effect will be made id Hie piw and noldure of Sham Warraata to 
Bearer may si any cuss not ra-opr than ID days after su eft amum nccmpftL coilBct rrom the relmmi Paying Agnu the Share Worrarua to B ea rer 
togaiher wuh the laJODti anti coupons, which mi* Numntfered. againet pn wniotjun of the receipt refurrul 10 rn 2 1 C 

U Lhe shovi airangeauncs are subject lo the term and cmditiutt set mu in lbe Si^irpv and u tins- rek-vuni document* referred to above: and 

2.4 a prase inaotinpaoerit will be mutte by Maodsy. 2d Jcmr ipob. ranrtrming whether or not Lhc Scbotue hw become operative. 
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OUR V STANDS FOR VALUE. 
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Today just growing a business isn’t enough. Creating shareholder value 
over the long term is the name of the game. At VEBA, a $46 billion 
German company, we manage a group active in the fields of electricity, 
chemicals, oil, distribution, logistics, real-estate management and 
telecommunications. And we concentrate on markets in which we 
are now, or have the potential to become, the #1 or #2 player. In 


an increasingly challenging business world, it's good to know that 

managing for the long run pays off: over the past five years, we’ve more 
than tripled our share price. 


If you share our point of view ifs time you learned more about VERA. 
For further information, you can reach us by: Phone: ++49 (211) 4579-600, 
Fax: ++49 (211) 4579-532, or Internet www.veba.com 
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Passions run high at the opera 


Paul Betts reports on cultural conflicts in Milan as. rts two theatres squabble over a production of ‘Don Giovanni' 

, _? excite Italian Adding insult to injury, Claudio years to complete the new theatre, and Abbado at the Piccolo, various cultural in s tituti ons and 

Abbado, the Italian maestro who the brainwave of Giorgio Strehler, Rumours, speculation, conspira- its cultural policies, 
ab andone d La Scale 12 years ago co-founder of the original theatre tries and insults started r unning a few days later, Roberto Ruozi, 
to return only once, in 1993, to In 1947 and one of the greatest wild in the local press, provoking the Piccolo's chairman, poured 
conduct his Berliner PhUharmoni- postwar theatre directors. Strehler embarrassment all round - at 1 a more cold water on the contro- 
ker in a concert, was apparently suddenly died at 76 on Christmas Scala, at the Piccolo, in the public versy by disclosing that Abbado 
asked to conduct one or two per- day; a few weeks before the new administration which owns the had never been invited to conduct 
Brazilian n ~ of the Piccolo's . Don theatre opened. The success of its two theatres. A damage limitation the Piccolo's Don Giovanni. He 

jn _ a 7™“* Owoami. Relations between La first production encouraged Streh- exercise was quickly orchestrated- confirmed, however, he had writ- 

. — ague “atch against Scala and Abbado have been tor's successors to go ahead with a Carlo Fontana, La Scala 's super- ten to Abbado to ask him to con- 

somewhat fraught and in recent second, more ambitious Mozart in ten dent, issued a statement to duct a concert to commemorate 
years the conductor has turned 


— - 11AUJCUJ 

passions more than football and 
opera. Combined, as has been the 
case in Milan during the last few 
days, they provoke a general state 
of neurosis of irrational intensity. 

Ever since a referee refused to 
grant a penalty to InterMilan’s 


Juventus of Turin, the country’s 
northern business capital has 
been fuming. But while the city 
has been united in its indignation 
over the fortunes oT its football it 
has been divided over the future 
or its traditional role as the cradle 
of Italian opera. 

■A storm in a teacup" is how 
Salvatore Carrubba, Milan’s cul- 
tural councillor, dismisses the 
row that has blown up over the 
new Piccolo Teatro’s plans to 
stage a production of Mozart's 
Don Giovanni directed by Peter 


■1 


down repeated invitations to 
return to the opera home. 

The prospect of Abbado appear- 
ing at the Piccolo was not only 
widely seen as a slap in the face 
to La Scala, but potentially the 
start of a great war between 
Italy's two- world renowned con- 
ductors, Abbado and Riccardo 
Muti, La Scala’s highly regarded 
conductor for the past 12 years. 
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The prospect of Abbado appearing at the Piccolo theatre was 
widely seen as not only a slap in the face to La Scala, but the start 
of a great war between two internationally renowned conductors 
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Brook. The decision, however, has baldi rivalry," Carrubba says, 
caused furore inside Milan ’s ad'- referring to the ferocious battle 
tural gratm. For staunch support- between the two fo mmw 8 sopranos 
ere of la Scala, the new produo. that enlivened life at La Scala a 
tion, due to open in December at few decades ago. 
the same time as new Seals. sea-- After years of uncertainty and 


opera, Don Giovanni, co-produced put a stop to what he described as the death of Strehler. but that 
with the Atz-en-Provesnce festival “provincia]" polemic surrounding Abbado had prior engagements. 
“It's one thing to put on Cost the controversy. He would be very After a meeting with the super- 
“Some people were probably hop- fan tutte and quite another to pleased -tb see Abbado return to intendeut of La Scala, Ruozi 
mg to revive the old CaDas-Te- 


stage-a big work such as Don Gio- Mian to conduct at . the -Piccolo, claimed there were no problems. 

vannl It’s as if the Piccolo was and even more pleased, he said, if "The two theatres are complemen- 

throwing the gauntlet at La he returned to La S cala . He had taiy," he said. The Piccolo would 

Scala,” argued the Scala claque, written to Abbado asking him to pursue its vocation to stage inno- 

Fans of the Piccolo retorted that conduct a concert during the cen- vative productions and address a 

Milan had everything to gain if La tenary celebrations, in 3001, of broad public. Asked if the Piccolo 

. Seals faced some competition. Ser- Verdi's death. And yes. La Seals would stage other grand operas, 

son starts, is s een as a direct chal 1 : controversy, the new Piccolo gio Cofferaii, the leader of Italy’s respected the autonomy of the Ruozi said the decision would be 

tonge by the precocious upstart to fin a l ly opened for business at the biggest trade union, CGIL, and. a Piccolo in deciding its pro- taken with the theatre's new 

the venerable opera house. Any- beginning of this year with, a committed opera buff, said .he gramme. But the opera house also director when he is eventually 

way, they say. the Piccolo should highly acclaimed production -.of could not think of anything better wanted a say in the broader appointed to fill the gap left by 

essentially stick to prose. . Mozart's Cosifan tutte. -It tooir 20 than Muti conducting at la Scala debate on the role of the city's Strehler. 


If the city’s two theatrical insti- 
tutions have agreed to a tempo- 
rary armistice, the agitation of the 
last few days has brought to the 
fore a problem that stretches far 
beyond Milan. It coincides with 
the long awaited conclusions of 
the report an the future of opera 
in London and whether London 
should continue to host two com- 
peting houses. It raises similar 
issues for Paris and other leading 
musical and theatrical centres. In 
the case of Milan, the debate is 
likely to continue over whether 
La Scala should retain its monop- 
oly on opera, with the Piccolo 
focusing on prose, or whether 
there is room for competition. 

"There is clearly a great 
demand for opera. Public demand 
for seats at La Scala is huge," 
says Carrubba. wbo initially 
sparked the controversy by critici- 
sing the Piccolo's decision to stage 
Don Giovanni. As the storm 
erupted, he quickly toned down 
his criticisms saying that the two 
theatres should consult each 
other, and that arguments 
between cultural institutions were 
an utter nonsense. And with a cer- 
tain mischievous amusement, 
referring to the recent brouhaha 
and the critics of the city's appar- 
ent cultural decline, he adds: 
"Wbo says that culture is dead in 
Milan?” 

In this sort of cultural climate, 
the risk is that opera could be 
mistaken for football. But then it 
probably has always been so in 
Milan. 


OPERA 


iliinNa*! 




• The Queen 
of Spades 
misses a trick 

Andrew Clark is disappointed by 
Yannis Kokkos 1 new production 
for Scottish Opera 


The opening up of eastern 
Europe has released a flood 
of big and often beautiful 
voices, from which western 
opera companies have been 
quick to profit Works like 
The Que&t of Spades, which 
might otherwise have been 
impossible to cast ade- 
quately, have suddenly come 
within the compass of xnedi-- 
urn-sized ensembles. That is 
why Scottish Opera's new' 
production is of particular 

The overall 
impression of the - 
colourless, single 
set is that of a . 
do-it-yourself - 
morgue 

interest: no fewer than five 
principal roles are sung by 
young east Europeans. But. 
does it -make much differ-, 
cnce? 

At GlasgovS'S- -Theatre 
Royal on Tuesday, it was 
hard to give a clear answer. 
Two of the voices - the _ 
Ukrainian tenor .Vladimir - 
Kuzm enko and the Russian 
soprano Elmira Magomedova 
- were definitely worth bear- 
ing. The other three could 
have been bettered by any 
number of local candidates. 
What the performance 
underlined was that there is 
little point importing any 
exotic east Europeans unless 
you provide the right dra- 


contest for their tal- 
ents. This is not just a ques- 
tion of matching powerful 
voices to an equally power- 
ful visual framework. It 
means showing them how to 
act. and encouraging them 
to' move as part of a living, 
breathing ensemble. That is 
what Yannis Kokkos’s pro- 
duction signally Gails to d 6.- 
For all its passing merits - 
of which Richard Arm- 
strong’s conducting must be 
counted supreme - this 
Queen of Spades is a serious 
let-down. 

Designers who justify their 
ambitions. as directors are..- 
s *8ns i “'^E|M ruave yet w be* 3 
convinced that Kokkos is 
one of them. He proves noth- 
ing 1 like as resourceful as 
David Me Vicar and Antony 
Macdonald in last season's 
Idomeneo and Samson etDal- 
ihs. Vest from surmounting a 
modest budget .'as : fbey did, 
Kokkos only underlines the 
limitations. All contrasts are 
ironed out by bis colourless, 
-stogie set r a diagonal plat- 
form framed by slanting Gre- 
cian columns, the overall 
impression being that of a 
do-it-yourself morgue. 

■ There is no spectacle, no.. 


Compensatory youthful elegance: Bmtra Magomedova (right) as Lisa, with Boris Trajanov's Yeteteky 


fimmanc ei lurking in corners, 
their ftu&s obscured by dim 
echo of Petersburg-Imperial lighting, with blank period 


manners, no evocation of 
romantic storm or rococo 
richness! Nor is there any 
compensating intimacy: 
everyone seems to wander 
round in emotionally sealed 
cantainere, so that, the cen- 
tral confrontations are 
robbed of the claustrophobic 


costumes poorly profiled 
against a black, backdrop. 
Only in the final gambling 
scene does'Kokkois achieve a 
pertinent sense of atmo- 
sphere and grouping. 

Thanks to his previous 
work in Glasgow and Car- 
diff. Kokkos’s neat emotion- 


intensity on which the ally constrained style is well 
drama depends. Hie prind- known. It beggars belief why 
pals spend much of the per- anyone thought he would be 


a match for the macabre pas- 
sions of The Queen of 
Spades. Wo such constraints 
were evident in Armstrong’s 
handling of the score: he 
proved as convincing a 
Tchaikovskian as he is a 
Verdian, with the same gift 
for shaping melodic line, 
generating musical adrena- 
lin and pinpointing the dra- 
matic watershed of each 
scene. Thanks partly to the 
Theatre Royal's improved 
acoustic, much of the detail 


in Tchaikovsky’s orchestra- 
tion could he pleasurably 
absorbed - from the blood- 
curdling bass clarinet at the 
start of the apparition scene, 
to the felicitous woodwind- 
trills as the gambling scene 
got under way. The Scottish 
Opera Orchestra was at its 
most responsive. So was the 
chorus: the male voices 
could not have song a more 
sensitively shaded finale. 

1 look forward to hearing 
Kuzmenko again in a more 


dynamic production. His 
strapping, muscular voice 
may not be especially beauti- 
ful or flexible, but the tone is 
liquid and he sings with 
expressive taste. Magome- 
dova’s youthful elegance 
makes her an ideal Lisa in 
appearance; vocally and his- 
trionically. the impression is 
not so convincing. The tim- 
bre may be rich and dark, 
but it lacks brilliance, and 
she has yet to learn how to 
portray emotional turmoil. 


Jadwiga Kappa’s Countess is 
worlds away from the “walk- 
ing mummy” of Pushkin's 
imagination: she gestures 
too freely for a decrepit old 
aristocrat, and the charac- 
terisation is more a blank 
sheet than a sketch. A stick 
with which to prod and scold 
would have made all the dif- 
ference. Boris Trajanov's 
Yeletsky and Alexander 
Poliakovs a s Tomsky are very 
ordinary. And so, ultimately, 
is this Queen of Spades. 


POP 
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Junkie, 
punky 
and lots 
of fun 



Given the notoriously 
conservative tastes of the 
American public in popular 
music, it is good to bear a 
US band dishing U out with 
some panache and attitude. 
The Dandy Warhols are a 
four-piece from Portland, 
Oregon whose Indie debut 
The Dandy Warhols Rule OK 
promised great things, only 
for the group to fade disap- 
pointingly from view. 

Come Down (Capitol) is 
their follow-up, aud it is 
mostly a lot of fun. Sugary 
but not oversweet, spacey 
but determined, it has 
already spawned the excel- 
lent single "Not If You Were 
The Last Junkie On Earth’’, 
a cod-Beach Boys number 
featuring the meet cheering 
refrain of the yean *T never 
thought you'd be a junkie 
because heroin is so pass**. 

In fact, spotting the 
impersonation on this play- 
ful set is one of its plea- 
sures: the soft, acoustic 
“ Minnesota-" uot only has 
vocalist Courtney Taylor 
straining bis high register a 
la Neil Young, hut also ech- 
oes the grizzled singer-song- 
writer's “Old Man” from 
Harvest: more obvious still 
is a perfectly lugubrious 
Lloyd Cole impression on 
“Good Morning”. 

Elsewhere, there are 
jangly guitars, cheesy organ 
riffs, punky chord progres- 
sions and some accom- 
plished harmonies. "Boys 
better” and “Green" are the 
most successful tracks, 
although even here there is 
a tendency to meander inef- 
fectively which, by the end 
of the album's 66 minutes, 
can irritate. One frequently 
longs for an improbable 
chord change or two, some 
grit among the sweetness. 

Come Doum is some way 
short of a great album, but I 
imagine The Dandy Warhols 
are a highly enjoyable night 
out (they play at Loudon's 
Camden Electric Ballroom 
on June 1} and definitely 
one to watch at this year’s 
summer festivals. 

★ 

Asian Dub Foundation's 
Rafi's Revenge (FFRR) is foil 
of. energy, anger and self- 
righteousness, but some- 
what short of the musical 
invention one might have 
hoped from this band of 
such high reputation. Most 
of the acclaim has been for 
their live performances, 
which are fiery affairs 
indeed, but much of the 
band's furious polemic inev- 
itably sounds stilted here - 
"The time is now right to 
burst the imperial bubble/ 
and my act of revenge is just 
a part or the struggle" is one 
crass example. 

Still, the stand-out “Free 
Satpal Ram”, a whirling 
eastern violin riff supported 
by blasts of heavy metal gui- 
tar, is in the finest tradition 
of protest songs, and the 
numerous revolutionary slo- 
gans flying around make a 
more appropriate commemo- 
ration of May 68 than any 
number of colour supple- 
ment anniversary editions. 

Peter Aspden 
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with designs by Roland 
AesehSmann; May 13 
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AMSTERDAM 

OPERA 

Netherlands Opera 

Tel: 3 J -20-55 7 8911 

Tosca: by Puccini. New production 

by Nikolaus Lehnhoff with a cast 

including Bryn Terfel. Conducted 

by Riccardo Challly: May 8. 10, 12 

BERLIN 

DANCE 

Deutsche Oper 

Tel: 49-30-34384-01 
Deutsche Oper BaHet: triple biU of 
works by Kyi Lin, Bigonzettl and 
Forsythe: May 8. 9. 10 

BOLOGNA 

OPERA 

Teatro Comunale 
Tel : 39-51-529 999 
Don Pasquate: by Donizetti. La 
production conducted by 
Maurizio BenW/Roberto Pdastri in 
a staging by Stefano vtooto. May 8. 
10. 12 


BONN 

EXHIBITIONS 


Tel: 49-229-917 1200 
wwwJsah-bofm.de 
The Iberians: between the sixth 
and toe first century BC, a 
fittte- known cMitsation existed on 
the west of the Mediterranean 
bowL Contemporaries of the 
Phoenicians and the Greeks, the 
I bars developed a distinctive 
culture. Some of the 350 objects 
included In this display have never 
before been removed before from 
the sites of their excavation. Others 
have been loaned by Spanish and 
French museums; from May 14 to 
Aug 23 

BRIGHTON 

THEATRE 
Brighton Festival 
Tel: 44-1273-685 861 
The Cherry Orchard: by Chekhov. 
Rimas Tuminas directs a 
production by tote Small Theatre of 
Vilnius, Lithuania. With English 
subtitles; Gardner Arts Centre, 
University of Sussex; May a, 9 

BRUSSELS 

OPERA 
La Monnaie 
Tel: 32-2-229 1211 

• II Rttomo d'Uflfese: by 
Monteverdi. New production 
conducted by Phifippe Pieriot In a 
sta g ing by WRBam Keritridge. With 
the Handspring Puppet Company, 
at the Lunaiheater; May 9. 10, 

12. 13 

• L’Orfeo: by Monteverdi New 
production conducted by Ften6 
Jacobs and directed and 
choreographed , by Trisha Brown, ; 


CHICAGO 


Had 

Tel: 1-312-294-3000 
www.chicagosyrnphony. org 
Chicago Symphony Orchestra: 
conducted by Mark Wigglasworth 
In works by Debussy, Mozart, Berg 
and Sibelius. With soprano 
Christine Schafer; May 8, 9 

DUBLIN 

EXHIBITION 

National Gallery of Ireland 
Tel: 353-1-661 5133 
The Irish Architectural Archive: 50 
works selected from the archive, 
including designs for houses and 
churches by architects inducting 
James Gandon and Raymond 

McGrath; ends on Sunday 

■ 

EDINBURGH 

EXHIBITION 

Scottish National GteBeiy of 
Modem Art 

Teh 44-131-624 6200 
William MacTaggart (1903-1981): 
retrospective of the Edinburgh 
modernist Indudes around 50 
paintings, watercolours and 
drawings, the majority borrowed 
from private coBectJona and 
seldom exhibited; Brxte on Sunday 

GLASGOW 

OPERA 

Scottish Opera, Theatre Royal 
Tat 44-141-332 9000 
The Queen til Spades: by 


Tchaikovsky. Conducted by 
Richard Armstrong in a staging by 
Yannis Kokkos; May 9, 12 

LAUSANNE 

CONCERT 
Th&ttre de Bcsaufieu 
TeL- 41-21-643 2211 
Orchestra da to Suisse Romande: 
conducted by Uff Schirmer in 
works by Carl Nielsen and [sang 
Yuri. The programme is completed 
by Stravinsky's Rite of Spring; 

May 14 

OPERA 

Op6ra de Lausanne, Theatre 

Municipal 

Tet 41-21-310 1600 

il Matrimonio segreto: by 

Clmarosa. Conducted by Jonathan 
Darlington in a staging by Alain 
Marcel. Cast includes Alteon 
Hag ley; May 8, 10, 12 

LISBON 

DANCE 

100 Days Festival, Expo >98 
Pma Bausch: specially 
commissioned new work; Main 
Auditorium, Centro Cultural de 
Belem; May 11. 12, 13 

LONDON 

EXHIBITIONS 
National Gallery 
Teh 44-171-839 3321 
Masters of Light Dutch Painting 
from Utrecht in the Golden Age. 
Previously seen in San Francisco 
and Baltimore, this exhibition 
brings together 74 works produced 
by painters working to the city of 
Utrecht in the first half of the 17th 


century; to Aug 2 


LOS ANGELES 

OPERA 

LA. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-9 72 8001 
wwwJaopeta.org 
II Trovatore: by Verdi. Conducted 
by Gabriele Ferro in a staging by 
Stephen Lawless. Cast Indudes 
Vladimir Bogachov; May 8, 13 

MILAN 


Teatro alia Scale 

Tel: 39-2-88791 
www. tascala- milanoJt 
Der Freischutz; by Weber. 

Conducted by Donald Run nicies to 
a staging by Pier 1 AID, with a cast 
including Kim Begley and Nancy 

Gustafson; May 9, 12 

MOSCOW 

EXHIBITIONS 

Pushkin State Museum of Fine 
Arts 

French Master Drawings from the 
Plerpoint Morgan Library: featuring 
120 drawtogs, sketchbooks and 
albums drawn from the library's 
permanent collection; ends on 
Sunday, then transfers to SL 

Petersburg 

MUNICH 

CONCERTS 
Phflharmonie Gaateig 
Tet 49*9-5481 8181 
• David Hetfgott Rachmaninov's 
Piano Concerto No. 3. With the 
Munich Symphoniker, conducted 


by Jeenpierre Faber; May 8 
• Die Schfipfung: by Joseph 
Haydn. Concert performance 
conducted by Hayko Siemens; 

May 9 

NEW YORK 

CONCERTS 

Lincoln Center 

Tel: 1-212-721 6500 

www.Encolncenter.org 

New York Philharmonic: conducted 

by Leonard Slat kin in works by 

Ftoe. Mozart and Dukas. With 

piano soloist Alicia de Larrocha; 

Avery Fisher Hall; May 8. 9. 12 

OSAKA 

EXHIBITION 

The Museum of Art, Kintetsu 
Tet 81-6-624 1111 
Aubrey Beardsley: more than 200 
drawings, prints, posters and 
books created during the brief 
period of the artist's fame. The 
exhibition marks the centenary of 
Beardsley’s death; from May 15 to 
Jun 8 


PARIS 

CONCERTS 

Thtttre des Champs By$£es 
Tet 33-1-49525050 
Cyril Huve: recital by the pianist of 
works by Brahms; May 11 

SAN FRANCISCO 

CONCERTS 

Davies Symphony Hall 

Tel: 1-415-864 6000 

vtwwsteymphony.org 

Philadelphia Orchestra: conducted 

by Wolfgang Sawaltisch in works 


by Weber and Tchaikovsky; 

May 12 

STOCKHOLM 

CONCERTS 
Kdrugflchen Oper 
Tel; 46-8-248 240 
Deutsche Oper Orchestra: 
conducted by Jlri Kout in works by 
Weber and Dvorak; May 10 

OPERA 

KBnigltehen Oper 
Tel: 46-8-248 240 
Deutsche Oper. Tartnhaser. by 
Wagner. Conducted by Jiri Kout in 
a staging by Gotz Friedrich; 

May 9. 12 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received In western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
satellite business tv 

• CNN International 
Monday to Friday, GMT: 

06 30: Moneyline with Lou Dobbs 
13.30: Business Asia 
19L30: World Business Today 
22.00: world Business Today 
Update 

• Business/Market Reports: 
05:07; 06.-07; 07:07: 08:20; 0920; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from LIFFE as the 
London market opens. 
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PHILIP STEPHENS 


Out of a timewarp 

Let us hope a majority of unionists look to the future when they 
vote on the Northern Ireland agreement in two weeks 


We know what the British 
think of Northern Ireland. 
Good riddance. That is what 
they would murmur beneath 
their breath if this 
expensively troublesome 
province might somehow be 
set adrift in mid-Atlantic. 
You're welcome, they would 
whisper in Dublin's ear if 
Irish partition could 
peacefully be undone. 

Ulster's unionists 
understand this all too weLL 
The less they are loved, the 
harder becomes their 
intransigence. The process is 
self-reinforcing. The more It 
fears betrayal, the more 
unionism Insists on its own 
defiant isolation. Cause and 
effect become hopelessly 
entangled. Last month's 
political settlement might 
yet founder on this rock of 
mut ual mistrust. 

The referendums on the 
accord are two weeks away. 
The North is invited to vote 
for power-sharing between 
Protestants and Catholics, 
and for a co-operative 
relationship with the South. 
The Republic is asked to 
remove the sovereign claim 
to the six counties at present 
inscribed in its constitution. 

A simple yes vote in both 
plebiscites is all but assured. 
So the temptation is to be 
mesmerised by the 
manoeuvres and motives of 
Republicans. Gerry Adams 
of the IRA has told Gerry 
A dams of Sinn Fein that 
Republicanism can abandon 
its historic opposition to 
participating in a 
“partitionist" assembly in 
the North. A weekend 
convention of Sinn Fein 
activists will back the 
accord. No guns, though, 
will be delivered to 
decommissioning. 

Sure enough, these are 
momentous times in the 
bloody history of 
Republicanism. Yet they are 
a distraction. It was to the 
unionist majority that Tony 


Blair and John Major spoke 
when they shared a platform 
in Belfast this week. For 
good reason. The prime 
ministers present and past 
appreciate that it is not 
enough to win over 51 per 
cent of Northern Ireland's 
voters. If the settlement Is to 
endure, it must take root in 
the Protestant community. 

That means unionists 
must vote for it in credible 
numbers. They must be 
persuaded against their own 
prejudices and against the 
Visceral sectar ianis m of 
many of their leaders. The 
Protestants of the S hankhill, 
of Antrim and of Fermanagh 
must be convinced that a 
politics that respects their 
nationalist neighbours will 
strengthen rather than 
weaken the un ion. 

We should not 
underestimate the task. 
Never has a corner of a 
kingdom been so unloved. 
The Irish sea cannot 
measure tbe vast distance 
between unionism and the 
Britishness to which it 
swears allegiance. 

To tbe British who would 
wish it away. Northern 
Ireland is a place of pinched, 
mean-spirited sectari anis m. 
The unionism of Orange 
sashes, bowler hats and 
Apprentice Boys is as 
divorced from mains tr eam 
British politics as was 
Eamon De Valera's 
theocracy. The liberal 
revolution of the 1960s 
passed Ulster by. So did the 
Thatcher revolution of the 
1980s. It dr ains the 
Treasury's coffers and offers 
only insults in return. 

The unionists' 
concomitant fear of betrayal 
is readily exploited by those 
determined to destroy the 
present accord in the 
manner in which they have 
wrecked past attempts at 
reconciliation. To lan 
Paisley's Democratic 
Unionist party, Ulster is 


built on Protestant rule or it 
is nothing. Power sharing, 
parity of esteem and the rest 
are mere code words for a 
sell-out to a united Ireland. 

Robert McCartney of the 
UK Unionists adds a 
spurious intellectual veneer 
to this street-corner bigotry. 
He reminds me of Enoch 
PowelL In seeking to broker 
an accommodation between 
unionism and nationalism, 
Messrs Blair and Major are 
said to be paying tribute to 
Palmerston's amoral 
aphorism that England has 
neither friends nor enemies, 
“only interests’'. The Good 
Friday agreement bears 
comparison with Neville 
Chamberlain's Munich 
surrender to Adolf Hitler. 
Thus the Irish sea grows 
ever wider. 

David Trimble, the leader 
of the mainstream Ulster 
Unionists, understands this. 
Mr Trimble, who only three 
years ago led the hard men 
of the Orange Order at 
Drumcree, is no easy touch. 
There is much in the 
settlement of which he 
disapproves. 

We can see why. The 
release of terrorists who 
have killed and maimed the 
innocent over 30 years 
warms few hearts. The 
prospect of Mr Adams of 
Sinn Fein joining a 
power-sharing executive 
while Mr Adams of the IRA 
guards his stores of Semtex 
seems preposterous. Reform 
of policing must not transfer 
control of the streets to the 
paramilitaries. 

Yet Mr Trimble, the first 
unionist leader for 25 years 
to look to the future rather 
than the past, has grasped 
the bigger paint. Northern 
Ireland's majority cannot 
indefinitely demand that 
Britain provide its security - 
physical as well as financial 
- and then brook no 
Interference in its affair s. 
There are two parties to 
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the bargain of tbe union. 

There is unspoken 
recognition in Mr Trimble's 
stance that tbe union's 
weakness lies in Northern 
Ireland's isolation. As tbe 
province has stagnated, tbe 
world beyond has changed 
out of all recognition. The 
Republic has been 
transformed by economic 
success and a self-confident 
role In Europe. It can drop 
its constitutional claim to 
the North because it has 
redefined Irish ness as 
cultural rather than 
territorial. 

Mr Trimble talks of 
starting afresh, of nurturing 
mutual respect among 
unionists and nationalists. 
He wants to lay “the 
foundation for a healthy, 
vibrant democracy to replace 
the stagnation, frustration 
and power! essn ess oT the 
past three decades”. When 
last did a leader of unionism 
speak such wisdom? 

But this, it seems, is 
treachery. Mr Trimble is 
denounced not only by Mr 
i Paisley's Protestant 
supremacists, but by half of 
the 10 MPs in his own party. 
The Orange Order has 
abandoned him. Opponents 
of the accord promise to 
stand for election to tbe new 
assembly with the sole aim 
of destroying it. 

Thus Mr Paisley and the 
like give succour to the IRA 
- just as they did during tbe 
late 1960s when they sought 
to crush tbe civil rights 
movement Thus they 
demand all the privileges of 
the union with none of the 
obligations. Britain can go 
on paying the bills and 
sending the soldiers, but 
don't let it dare admit any 
obligations to the Catholic 
as well as the Protestant 
community. As for the 
dismal condition of Ulster, 
nothing matters save 
unionist hegemony. 

Tbe agreement offers a 
break from this sectarian 
timewarp. It guarantees tbe 
majority the decisive voice 
in the province’s 
constitutional future. It 
embeds the principle of 
consent North and South. In 
recasting Northern Ireland's 
future it would strengthen 
its place within the United 
Kingdom. If only unionists 
would realise it Let us hope 
they do. Saying no is only to 
encourage the British to 
withdraw their consent for 
the union. 
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Chrysler-Benz: all in the stars or a 
productive, multi-cultural alliance? 
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From Dr Andrew Chiysler-Benz ,, > in your May QJQd German business cul- 

Cunningham. 7 issue examine the cultural Hires have been word ing 

Sir, (with apologies to the differences between Mer- increasingly well together, 
memory of Janis Joplin): cedes Benz and Chrysler. Both combine pragmatism 

Mercedes Benz has long and ambition in comptemen* 

“Oh Lori don't you buy me been the most “GenaaiT of tary ways, 
a new Chrysler-Betiz; the German car manufacture The most important actor 

it'dan'i sound the same, so ers and Chrysler the most Is that both are open to the 
let's not pretend. •'American*' of all better of each others 

If Tm seen in a Chrysler, IH Americans. However, it is approaches* which is a pre- 
lose all my friends; high time such a German- requisite for- successful gio- 

they share pointed star signs American merger happened, balisation. 

- but that’s where it ends.” Everyone who goes In and In contrast to the strictly 


better of each other’s 
approaches*, which is a pre- 
requisite for successful glo- 
balisation. 

In contrast to the strictly 
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Andrew Cunningham, 
Horseshoe, 

Horseshoe Lane, 

Cranleigh, 

Surrey GUfi 8QU, UK 

From Mr Harms Gunther 
BoOig. 

The Lex column (“Buy me 
a Chrysler-Benz”) and Peter 
Martin (“The new model 


out erf US and German corpo- centralist attitude prevailing 
rate headquarters recognises with some c omp etitors, this 


how many German engi- multi-cultural approach may 
neers and buyers already prove to be most productive, 
worts in the HQ of Ford and 
GM in the US (and vice Harms Gflnther Bolli 
versa of course) and how senior partner, 
successfully German and US Automotive Advisors 
automotive design centres Associates, 
work together across the Gustav-Mahler-Str 5, 
continents. 40724 Hilden, 

Since the early 1990s, US Germany 


Harms Gflnther Bollig, 
senior partner. 
Automotive Advisors & 
Associates, 


Duisenberg has qualities of independence 


From Professor Peter Coffey. 

Sir, I congratulate you for 
publishing Professor Lars 
Calmfors's timely and suc- 
cinct letter on the European 
Central Bank decision (May 
5). 

In particular, I share Prof 
Calmfors's concern that the 
decision "goes against the 
very heart of granting the 
bank independence from 
political interference” 

In this connection. I 
believe that we must also be 
concerned about the creden- 
tials of the two candidates 
for the presidency of the 
ECB, Wtm Duisenberg and 
Jean-Claude TricheL While, 
it is true, both display "simi- 


lar anti-inflation creden- 
tials,” Prof Duisenberg has, 
during his tenure at the 
European Monetary Insti- 
tute, demonstrated clear 
qualities as an independent 
European. 

In the case of Mr Tricbet, 
although he has been a very 
good Governor of tbe 
Banque de France, his con- 
duct during the currency cri- 
sis of 1992-93 (reported in 
detail in your newspaper) - 
when he did have a Euro- 
pean responsibility - left 
much to be desired. 

Rightly or wrongly, one 
suspects that his behaviour 
at that time as a grand coni’ 
mis of Fiance led to his pro- 


motion to the governorship 
of the Banque de Franca 
One may thus conclude 
that, apart from the disap- 
pointing and unacceptable 
pressure exercised by Presi- 
dent Chirac- last weekend in 
Brussels, the record of the 
two candidates in recent 
years suggests that Prof 
Duisenberg should complete 
a frill eight-year term as 
president of the ECB. 

Peter Coffey, 

professor and holder of the 
US West Chair, 

University of St Thomas, 
1000 LaSalle Ave, 
Minneapolis MN 55403-2005, 
US 


Unusual threat to pedal power in Indonesia 


From Mr Bill Keeling. 

Sir, In his article "Big 
price hikes risk more unrest 
in Indonesia" (May 5). your 
correspondent Sander 
Theones says that a 71 per 
cent petrol price increase 
will hurt private transport 


operators and “Drivers or something that I do not after 

bicycle, scooter and motor all these years of using my 

taxis said the rise would legs? 

wipe out two-thirds or more 

of their earnings”. Scooters Bill Keeling, 

and taxis, maybe. But bicy- Dresdner Klein wort Benson, 

cles? Or do Indonesia's Jakarta, 

"Becak” drivers know Indonesia 




Number One Southwark Bridge, London SE1 9HL 

Wo an? teen to encMage tetters Pnom readers worfctafe. Lelies may be taxed to +44 171-873 6933 {set tax to Una 1 ), ejnofc 
leamtedtorekoom Ptitfshed tattera ora <4so avatebte on the FT web ste» l 1 ^xpy«^MMr.R.o^ Trareteiian may be araftatfe for 
tenors written m the man infe n a ttona languages F3x 0171 873 S93& Letters stolid be typed and not hand vovfaen. 


PERSONAL VIEW RICHARD DALE AND STEVE THOMAS 




Different kind of risk 


T he convulsions in 
south-east Asia 
raise several impor- 
tant issues for the 
politicians and economic 
policymakers of the region. 
But they also pose some 
pretty tough questions for 
the ratings agencies, which 
have been accused by many 
of failing to spot the glaring 
warning signs of im p endin g 

crisis. 

Critics have asked 
whether agencies' ratings 
are accurate and have 
suggested that the agencies 
should be held more 
accountable. They wonder 
whether ratings stabilise or 
destabilise financial markets 
and whether agencies should 
charge issuers or investors 
for the ratings they provide. 

To answer these questions, 
one must start by looking at 
what agencies do. Credit rat- 
ings attempt to measure the 
default risk of specific secu- 
rities. The success of a rat- 
ings agency can thus be 
assessed against historical 
! default rates on rated debt 
issues. Evidence from US 
corporate bond defaults 
going back several decades 
I indicates that both Standard 
I & Poor’s and Moody’s pro- 
vide a reasonably accurate 
rank-ordering of relative 
credit risks; lower rated 
bonds default more often 
than higher rated bonds. 

A 1994 study by the Fed- 
eral Reserve Bank of New 
York has confirmed that 
“ratings usefully order credit 
risks at any point in time”. 
On the other hand, the same 
study suggests that ratings 
are a less reliable guide to 
absolute credit risks in that 
default probabilities associ- 
ated with specific ratings 
have tended to drift over 
time. 

A closely related issue is 
whether credit ratings pro- 
vide new Information to 
financial markets or merely 
compound existing Informa- 
tion. Of course, even if rat- 
ings do not provide new 
information, they may still 
offer a useful summary of 
available information. This 
on its own can be useful to 
users. Certainly, there is a 
close correlation between 
corporate bond yields and 
ratings. This may simply 
mean that the markets and 
the agencies have a shared 
view of credit risk based on 
common information. How- 
ever. evidence based on the 


Ratings agencies are not entirely to blame for 
their failure to predict Asia’s financial crisis 






Asian panic: do ratings agencies destabSse markets? 


responses of both the mar- 
kets and financial analysts 
to rating changes suggest 
that agencies do provide new 
information, particularly in 
relation to debt issues by 
smaller companies. 

The current controversy 
over ratings has tended to 
focus on emerging market 
sovereign debt. Such ratings 
are particularly important 
because they establish a ceil- 
ing for ratings of all other 
borrowers of the same 
nationality. There is a diffi- 
culty here because such sov- 
ereign ratings are relatively 
recent, and no sovereign 
issuer has yet defaulted an 
rated bonds. There is there- 
fore no default history 
against which to aeswas the 
agencies' performance. 

Nevertheless, a 1996 study 
by the Federal Reserve Rank 
of New York concluded that 
the market broadly shared 
the major rating agencies’ 
relative rankings of sover- 
eign risk. It also found that 
the agencies appeared to pro- 
vide new information, at 
least for non-investment 
grade issues. 

Taken overall, the evi- 
dence suggests that ratings 
agencies do a reasonable Job 
in assessing default risk, and 
that this is recognised by 
financial markets and 
reflected in yields. However, 
a number of other criticisms 
have been levelled at the rat- 
ings industry. 

First, it has been 
suggested that by charging 
issuers for ratings (a prac- 


tice that began in the 1970s) 
the independence of the 
agencies is jeopardised. 
Against this is the argument 
that agencies live by their 
reputation The 1994 Federal 
Reserve Bank study found 
that “over the years, the dis- 
cipline provided by reputa- 
tional considerations 
appears to have been effec- 
tive”. A later study by the 
same bank found little evi- 
dence that issuers shopped 
around for more favourable 
ratings. 


S econd, it is some- 
times suggested that 
ratings agencies are 
not accountable. Yet 
in providing a service to the 
financial markets, they are 
accountable to those mar- 
kets in the same way as 
other service providers. As 
one commentator puts it: 
"Every time a rating is 
assigned, the agency's name, 
integrity and credibility are 
an the line, [open] to inspec- 
tion by the whole invest- 
ment community.” 

A third criticism of rating 
agencies is that financial 
markets tend slavishly to fol- 
low their credit assessments. 
If this were true, it would be 
a criticism not of the agen- 
cies or their ratings but of 
the markets. But In any 
event, more recent criticism 
of the industry ha s 
suggested the opposite, 
namely that regulatory use 
of credit ratings is inappro- 
priate because “the market 
does not seem to give the 


weight to these agencies' 
Judgments that such treat- 
ment might suggest”, as 
a recent FT article put 
it 

Finally It has been 
suggested that ratings may 
lead to “herding” behaviour, 
thereby increasingly volatil- 
ity of capital flows to emerg- 
ing markets. Tbe validity of 
this assertion depends on 
whether ratings changes 
lead or lag market events. 
The 1997 OECD study of sov- 
ereign ratings found that 
because negative rating 
reviews had pronounced 
market effects, "the sover- 
eign rating industry has the 
potential to help damp exces- 
sive private capital inflows 
into the emerging markets 
with negative rating 
announcements”. However, - 
evidence was not available 
on whether such announce- 
ments would be timely 
enough to have a stabilising 
effect 

This takes us back to the 
east Asian debt crisis where 
the speed and magnitude of 
ratings downgrades has been 
unprecedented. The problem 
for the ratings agencies is 
that this was a liquidity cri- 
sis rather than a solvency 
crisis; it origlnsted in & mis- 
matching of liabilities r&tbsr 
than from the total debt bur- 
den of the countries con- 
cemed. Predicting such a cri- 
sis is extraordinarily 
difficult, though some 
agency reports did point to 
the liquidity dangers posed’ 
by currency and maturity 
mismatching by east Asian 
countries. 

Assessing liquidity risks 
becomes even more da untin g 
when, as the Internal one! 
Monetary Fund has acknowl- 
edged in a recent report, the 
private sector “may be too 
willing to lend because it 
knows that a country In 
trouble will go to the Finsd 
rather than default”. 

In short the real problem 
with capital flow volatility is 
not tbe ratings agencies but 

the fact that the cross-border 
lenders do not bear the costs 
of dealing with the liquidity 
crises that are of their own 
making . Once that problem 
is addressed, investors, lend- 
ers and credit ratings agen- 
cies win be in a better po&* 
tion to ass ess sovereign 
default risk. 

The authors a re professors at 
Sout ha mpton imioersity 
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Dome gas 
sets a bad 
example 

From MrC.L Rose. 

Sir,. Yon report (“US under 
pressure on green protocol”, 
April 30} the continuing 
reluctance of the US to fol- 
low European moves to 
reduce emissions of green- 
house gases. 

John Prescott, the UK dep- 
uty prime minister, is quoted 
as saying "the developed 
countries had to lead the 
way' at Kyoto. Haw peculiar 
then that the UK’s high pro- 
file Millennium Dame is cur- 
rently due to be cooled with 
7 tonnes of HFCs, one of the 
most powerful greenhouse 
> gases slated under the Kyoto 
climate protocol. 

In so doing, the UK gov- 
ernment is neglecting Brit- 
ish Industrial alternatives 
which do not require green- 
house gases. Do as we say, 
not as we do? 

C-LRase, " 

programme planning and 
deputy executive director, 
Greenpeace US, 

Canonbury Villas, 

London N1 2PN, UK 

Unstinting 

support 

From Mr Nicholas Payne. 

Sir, Contrary to the 
impression given by Andrew 
dark In his review of our 
Parsifal (April 27), Plfictto 

Domingo participated fully 
in its preparation. Despite 
the extraordinary demands 
of bis international schedule; 
my experience of him in 
London Is 1 that he gives 
onstintingiy of his concen- 
tration in rehearsal and is 
an exemplary team player In • 
performance. 

Nicholas Payne, 
director erf the Royal Opera, 
Royal Opera House, 

Covent Garden, 

London WC2E 9DD, UK 
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Microsoft 
ain’t broke 

US trost busters, aiguing over gfna 1 cost of providing them is 
w « about Microsoft, may very low. As computers «w«nn» 
weli feel tbeyare damned if they to improve at a breakneck speed, 
do and damned if they don’t On this process will not end with 


Haig Simonian looks at the way in which the ‘merger made in heaven’ could shake up the car 

industry around the world 

r n the city that is home -to . p ?*?- rTV-x r 's: m - mmm -. arm r- ' 


I n the city that is home to 
three of the world’s five big- 
gest carmakers, the planned 
merger of local company 
Chrysler with Daimler-Benz of 
Germany has stunned rivals for 
Its size, scope and audacity. 

But as astonishment turned 
into analysis in Motown yester- 
day, industry executives began to 
address wider questions. How 
win other car companies react? Is 
this deal a one-off or wQl it afferf 
the business elsewhere, espe- 
cially outside the US? And what 


v 


the one hand, the software 
I empire founded by Bill Gates 
seems a classic example of 
monopoly power. Its returns to 
shar eholders are much greater in 
real terms than those of Standard 
0U before it was broken up. 

On the other hand, Microsoft is 
generally popular with custom- 
os, corporate and private, and 
has beaten off many competitors 
by simply being much better. 
And attacking Microsoft would 
hart shares in the broader mar- 
ket too - an action unlikely to be 
welcomed by the half of 
Americans who hold equities. 

Competitors often claim that 
Microsoft uses its monopoly over 


internet browser s . 
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different kfmfc of software main* 
a break-up of Microsoft, as was 
done to Standard OH and AT&T. 
Impractical - and unat t r a c tiv e. 
The company continues to be vig- 
orous and innovative in exploit- 
ing new developments. Its profits 
may be high, but they are not 
guaranteed forever in this fast- 
changing industry. 

There are other good economic 
reasons for the justice depart- 
ment to proceed carefully. The 
huge economies of scale in the 


bane of the vehicle industry, 
massive worldwide over-capac- 
ity? 

Many are predicting a wave of 
consolidation among other car- 
makers, mud: like the flood of 
banking mergers that has swept 
the US. *1 think it’s going to con- 
tinue.” says J T Battenberg, pres- 
ident of Delphi, the world's big- 
gest car components group, 
controlled by GM. “The con- 
sumer is seeing price reductions 
for the first time in years. The 
pressures on the motor industry 
are intense. There’s a txemen- 
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Americans wno noid equities. software industry may result pressures on the motor industry 
Competitors often claim that inevitably in some natural are intense. TTiere’s a tremen* 
Microsoft uses its monopoly over monopolies. This has made dous need to reduce costs.” 
personal computer operating Microsoft many enemies. But any indaed there is. 
systems to freeze out other sup- legal attack by the authorities The European Commission reck- 
pllers* applications software, par- -should be grounded in serious ons there is up to 7m nwi»g of 
ticulafiy internet browsers. But competitive abuses, rather than spare capacity in Europe alone, 
■pi are these complaints robust in a vague sentiment about the Matters have become even more 
* enough to warrant the wide-rang- dangers of monopoly. acute in Japan. Car demand, 

ing anti-trust suit against the cor- Certainly, Microsoft needs- to depressed by the weak economy, 

potation now being considered? know that the arm of the law is has plummeted in the past year. 
The US justice department must constantly at its shoulder; but if And exports, which have in the 
dedde in the next few days if it is it is brought to book, this should past been used to c o mponcsto for 
to stop Microsoft going ahead be for specific abuses such as a soft demand at borne, have been 
with the launch of Windows 98, consistently anti-competitive pri- drastically curtailed by the eco- 
its new operating system inte- ring strategy or unfair sales con- Domic crisis in Asia, 
grated with an internet browser, ditions aimed at putting rivals Pressures like *hp«» are cans- 
Apart from technical- diffiCUl- OUt of business. Beyond that, in g n ttior ra rmaVer g tn think that 
ties, dise ntanglin g the browser there may also be a case for the Chrysler -Daimler merger — 
from Windows 98 would raise a enforcing more transparency in which in some ways is untypical 
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much broader question about the 
nature of Microsoft's monopoly. 
A decade ago a computer's oper- 
ating system was an engine in 


used to be. New technology and 
efficiency gains have cut the time 
taken to develop a new car to 


accounting far different parts of of the industry because tbe two about two years. That has 


its business It could then be seen 
where monopoly profits are gen- 
erated - and how these relate to 


the background quite separate previous investments and risks, 
from the applications software Microsoft probably does have 
which made a computer useful too much power In some sectors. 
But the boundaries have long But the industry in which it 
been blurred. plays such a d ominant part is 

Users now expect many extras, enormously important to the US. 
such as a simple word processor, . It ain’t fundamentally broke and 


companies do not compete in geo- sharply reduced the comparative 
graphical or product markets - advantage of even tbe most inno- 
could nevertheless prove the vative carmakers, such as Honda 
start of a wider consolidation, or Renault, which have spotted 
“Should it happen? Absolutely new niches in the market Ren- 
yes. win it happen? I think even- ault’s current bumper margins 


can make a big difference given gess. Management and, some- 
the volumes involved. Pressure times, shareholders, have been 
on pricing - often combined with reluctant to cede control. The 
the need to seek economies of planned marriage of Renault and 


tually it will because the busi- 
ness logic is overwhelming,” says 
Dick Snell, chairman of Federal- 
Mogul, a leading US components 


on its highly popular mid-sized 
Mfigane Scenic people carrier - 
the first vehicle of its type - will 


scale - has already prompted a 
massive consolidation among the 
world’s component makers. 

But the car companies have 
generally shied away from follow- 
ing the example of components in 


Volvo, for instance, collapsed as 
the Swedish group’s shareholders 
got cold feet about coming under 
the dominance of a state-owned 
French company. 

Concern about capacity cuts 


seeking the most obvious way of has been the other big reason. 


cutting costs and tackling overca- 
pacity: consolidating among 


soon be eroded by a string of themselves. Those takeovers and 


card index, communications rou- an army of lawyers arguing for I group, “wnl there be resistance? copy-cat cars from other manu- mergers that have occurred in 
tines and even a programme for years would not be the right way f You bet" facturers. recent years have almost invari- 


■uui«a cuAi 

J? painting 


pictures. And tbe mar- to fix it 


Wim’s way 


You bet fact mere. recent years have almost invari- 

Carmakers’ reluctance to cut At the same timp, competition ably involved distressed or fringe 
capacity is legendary. Although a has risen remorselessly because producers. In the UK, for 
few plants have closed recently, of new entrants. First South instance, the sales of Jaguar to 
overall capacity has, if anything, Korea, then Malaysia and Indon- Ford, Rover to BMW and, now, 
increased, notably in Europe, esia, and now India and China Rolls-Royce Motor Care, have 
Renault’s decision last year to have hatched plans to develop invariably involved companies 
shut its VUvoorde plant in Bel- their own motor industries, too small or too troubled to sur- 


This has often been compounded 
by union antipathy to job cuts, 
tacitly encouraged by govern- 
ments. Carmaking is a crucial 


expansion in the late 1980s, and 
Mitsubishi are under severe pres- 
sure, while the outlook for 
smaller Suzuki is unclear. 

Some contraction has already 
come. Ford is taking control of 
Mazda, the Japanese ca rmak er in 
which it had a long-standing 
share, by raising its stake to 
about 34 per cent. Analysts 
expect Mazda’s future products to 
be integrated much more closely 
with Ford’s range than in the 
past Toyota has also taken some 
steps to raise its shareholdings in 


source of employment, both Daihatsu, the mini -car specialist 


directly and through associated 
industries, such as components. 
It is also politically important as 
with national airlines and other 
symbols of economic prowess, 
governments have been keen to 
encourage carmakers to expand, 


gram, and moves by Ford and Exports are a central part of their often with the bait of generous 

i vi'rw a .,^114 t . ■ __ ■ _ _ ■ IZTLn. * _ m • 
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GM to trim output have had strategies. While economic tur- 

If Wim Dulsenberg, the each member voted, might actu- some effect But they have been moil has clipped many of the ShQUjd Consolidation 

newly-appointed ’head - of the ally, damage* the working of The heavily outweighed by expansion Asian manufacturers' win g s , the 

European Central Bank, gets his ECB, because of the way its coun- among Japanese “transplants”, relative strength of the Chinese happen? Yes. Will it 

way, it will be 2015 before we see dl has hem structured. . . capped by Toyota’s decision last and Indian markets mean their 

the minutes of the first meeting Eleven of the ECB council’s 17 December to bufld a new plant in plans remain an track. happen? Eventually, 

of the ECB council. Yet at the members will be heads of northern France far up to 200JXX) The arrival of new, low-cost 

European Parliament hearings national central banks. Making small cars a. year. entrants has depressed prices. In Will there be 

yesterday, he also insisted on the their - voting decisions public During this time. US markets Europe, the world's most compet- 

i mp ort a nce qf transparency. Are would bring out the. tension have ottered some consolation, itive car market, analysts expect resistance? YOU bet 

his deeds failing to match up to- -between national and European Five strong years-of car sales at prices to be squeezed harder once 

„ his words? - Interests: . .Say, for example, or around I5m units a year and a single currency starts to expose 

There are two good reasons France - was te a recession while booming demand for beefy sports inconsistencies in national pric- vive independently, 

why the ECB should aim ter as the rest . Of Europe boomed. The utility vehicles, has alleviated ing policies and prompts buyers Much the same is now happen- 

much openness as possible. First, French central bank head, know- ove r c apa city among the domestic to shop around more. ing in Korea, where heavy debt 

as an ucetected body, it has a ing that his views would be^ pub- “Big Three” and boosted imports So how on earth does one deal loads and collapsing sales have 

responsibility to dhow that its Hshed. would be faced with, two from Europe and Japan. with such a trunkload of prob- prompted carmakers to join 

f actions serve the public interest unpalatable choices. Be could ' - But the relative strength of ferns? The obvious way is to cut forces. After buying SsangYong 

Second, e f fecti v e communication either vote to keep interest rates sales in the US and expanding your own production costs. That late last year. Daewoo is now in 

tmll moire Orn'o iifrffrme i hioh whifth wftnM tdfld to fntenw marinate In Pflctn-n Tftrrmtvx h ava Viac fit ronHu fa Iran nlara in -mviri- toifre tn call * oKm nP its nnm 


happen? Yes. Will it 
happen? Eventually. 

Will there be 
resistance? You bet 


vive independently. 

Much the same is now happen- 
ing in Korea, where heavy debt 
loads and collapsing sales have 


investment grants. 

The fact that Chrysler and 
Daimler-Benz are largely comple- 
mentary in products and geogra- 


with which it Is linked, and the 
Hino trucks group. However, 
those measures are probably not 
enough to cure the endemic prob- 
lems of overcapacity and poor 
profitability in the country's 
motor industry. 

In Europe, the prospect of 
rationalisation is additionally 
overclouded by nationalist inter- 
ests. Fiat’s three attempts over 
the past three decades to ally 


£ 




will make the ECB's actions ; high, which would lead tointense markets in eastern Europe have has already taken place in prod- talks to sell a slice of its own heaven, it is not necessarily typi- 

more predictable and hence will criticism at home; or vote to noCbeen enough to eat into the net development and manufac- shares to GM; Kia, the country’s cal of the deals that will be 

tend to make the European econ- reduce them, which would make global capacity glut. Nor have taring as carmakers have sought second biggest carmaker, is in required to rescue most car- 

omy MTifl marke ts more stable. the ECB council look politicised. - they been enough to isolate GM to become leaner and more effi- receivership and likely to be sold makers from their present plight 

In some ways, Mr Duisenberg .' Mr Duisenberg. though, can and Ford, the world’s number cient. Another technique, to to either Hyundai or Samsung . That sort of consolidation is 
made a good start in this direc- still do more to improve the one and number two carmakers, which many are now turning, is with Ford, which has about 17 more urgent in Japan, where the 

tion yesterday. Bis speech was 'ECB’s transparency. He should from tbe problems in Europe, to squeeze other companies in per cent, likely to play a signifi- depressed economy and slow- 

clear and candid, pulling no initiate a regular report with where both companies are among the supply chain , both retailers cant role. down in domestic demand have 

punches about bis dissatisfaction analysis and forecasts of the the market leaders. and distributers at one end, and By contrast, mergers of equals opened a chasm between Toyota 

with the deal to appoint Ms sue- European economy. Policy _ Even an innovative edge, suppliers at the other. With parts in the same region - which and Honda, by ter the two most 

cesser he gave a clear indica- changes should be accompanied which once upon a time enabled and materials accounting for would lead to si gnifican t capacity successful carmakers, and tbe 

tion of how he would conduct by an explanation. And, even if successful companies to find new about two-thirds of the cost of a cuts - remain rare. Two broad rest. Profits at Nissan, barely 

monetary policy. singling people out would be markets, is no longer the boon it vehicle, even a small discount reasons explain that unwillin- recovering from ill-advised 

At the time, though, he damag in g , he could still publish 


phy, and are both producing with another carmaker have 
highly popular vehicles at virtu- invariably foundered on the ques- 
ally full steam, means their tion of management control. Talk 
merger win not require painful of a French merger between Ren- 
plant closures. That makes it ault and Peugeot-Citrogn is 
much more likely to come off. invariably quashed by both sides 
“I think it's a great deaL Both on the grounds that it would be 
companies will come out stronger politically unacceptable and trig- 
as a result of this merger. The ger a labour revolt 
business logic is hard to beat,” Such reactions suggest the 
says Mr Snell of Federal-Mogul, only deals that will get off the 
which works closely with both ground will be those, such as 
companies. Chrysfer-Daimler, which minim- 

So while this particular merger ise the pain while maximising 
may be made in automotive the potential gains. That points 
heaven, it is not necessarily typi- to more cross-border transac- 
cal of the deals that will be tians, where the overlap between 
required to rescue most car- partners is more limited, or 
makers from their present plight between groups, such as Chrysler 
That sort of consolidation is and Daimler, with sharply difler- 
more urgent in Japan, where the ing products, 
depressed economy and slow- There are not so many of those, 
down in domestic demand have The only alternative is for politi- 


cians, manufacturers and their 
workers to grasp tbe nettle and 
accept that matters will have to 
get a deal worse before they get 
better. 


ruled out the publication of ECB 
council minutes for 16 years. 
However, this is less unreason- 
able than it first appears. Full 
minutes, including details of how 


minutes without attributing 
remarks or revealing the filial 
vote. Candid speeches are wel- 
come, butihe transparency Of the 
ECB is sot yet assured. 
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Man bites 
Mighty Mouse 


50 years ago 


1 MI t >11 1 I 111 C Carl Hlaasen has taken an 

^ ■ Important slap towards what he 

says Is hte fife's dreem - to be ■ 

. which Will remove in obvious: banned forever from Disney Wbrkt 
The proposed merger between bone of oanteutioa. And he mby The author of such outrageously 
Daimler-Benz Chrysler will ' hot be instinctively hostile to his funny thrillers as “Skin -Tight” and 
probably spawn more words an US eQIIeegUfiS , suggestions, that “Double Whammy- has published 
the subject of corporate culture hurdle rates of return at Daimler an angry polemic, the tone of 
than anv other deal this year, - are far ^too low to permit a pro- which te captured ir> the titte: 
perhaps even this decade. And duettve use of.capitaL Team Rodent How Disney 

certainly no one should underes- With Jfce enlarged^ ^groqp being Devours the Wodd\ 
timate the Mtential difficulties in controlled by a. GennanjtwO-tier ^Baasen, a columnist on the 
a gigantic cross-border marriage board, the Americans will find . Miami Herald, acknlts that part of 
of tmvciirih djffrnmt «rrtfrts.-Yet themselves In anu nfamfll a r envi- hte rage comes from what he 

it -could be argued that the -issue ronment. Yet tIm: bpararoontla& 4hink8 Disney has done to his 
of culture is rather less impor- guage will be English. And naflve Roo^. The comp any, he 
tent in the case of the putative because the two cotnpames are says, fc by ter the. most powerful 
Ghrvsler-Benz than to some other largely complementary in gieo- private entity in the state; ft goes 
rStohish-Brofile mergew- ~ graphical and produrt terms, the rtxx* Itwmtsd 0 e8 [ what ft warrte. 

Tbr astert-the Geonaa are ^ scope ter ^ trouble at lower lev^ getewhat * wants. 'Jtoely by 
verTdeariy to the driving seat, wffl not be as great as to a one- showing up, Disney had dignified 

the outcome of J: country mmger driven by the ^ greed »n a rtate p teneerad by 
anv clash is known to be a. fare- need to cut. costs. - . , «idignffied greedheads. 

Sne^SduSrSnle^ it con- Among ttie . better jeasras for B^that*s just toartart The 

cents matters on which reaam- 

able nwmle can ' differ recffliHess ceed is that its objectives, which- tf spreading a kind of bland 
d mJSLitv EaoaHy toramtant have a dear tadustrial logic, look, homogeneity across the US and 

both ann.l««4 altttotte- C» the glob* EveoNow York's W 
for tbeUS pare and contrast with the con- Square, formerty the world 
brSd^of^Sw complete glomerate ..'^veT^a/Cltlcorp heedquwtere of sleaze, has ben 
WHIT flmrible labour markets, merger where the. added value, subjugated by the gleemingly 

Chrysler-Benz a- sd&ttrt few hayepdMcfi^ ./ message, notafl birds sing 
JSnAtion than Success tenet guaranteed- Bulr -jsweetly, retail lakes are blue, end 


Ghrystof-Besz then to some other 
recent high-profile mergers- 
■For a start -toe Germans are 
yeiy dearly to the driving -seat. 


^ stock p pHbra and a focus on the 
core business, ■ 

Tfeat makes Chrysler-Benz a 
less fraught combination - than 


ZTL. JzTw other U^Qerv - the Gcrinans and Americans are t nbt aft islands have sandy ' 

might reSUlt from OUIW W^« UU rrirmln^ larhA I WW U^V- 


Schramop' will better timnmoflttorirantog large, beaches Hteasen^s best hope now 
haumr to see’ foe companies- Thafrculturea may appearsto be that creatures In 

tm> 'be more complfimantary -foan . Dfeney’s.naw Animal Kingdom wBL 
SSSSS iBpematfizstdett .. front 


One gracious concession: 
Hiaasen acknowledges that Disney 
boss Michael Eisner is probably 
not the Antichrist - he’s just “a guy 
who honestly doesn't see the 
whole picture”. 

Even so, attacking Disney in this 
way is the most terrible heresy, 
which win surely not go 
unpunished. Sounds (ike six 
monffts in a Goofy suit, at least 

Ivory towers 

Quebec has always been an island 
of French language tai a continental 
see of Anglophones. The province 
requires that commercial signs are 
I French and that almost all children 
are educated in the Gallic mother 
tongue. But Kefly Levis, an 
Anglophone Quebecker, was not at 

ad haureuse when Quebec's civil 

registrar said she couldn't name 
her daughter “Ivory”. 

They told me i was naming her 
after a bar of soap, 11 says Levis. 

The authorities also mentioned that 
the name doesn't translate into 
French - a mwe which soon had 
Engfeh-rlghts activists rallying to 
the cause. Lawyer Brent Tyler 
threatened to sue the government, 
holding up the affair as another 
example rtf heavy-handed tactics 
by Quebec’s language police. 

■ Under such pressure, the 
registrar relented and this week 1 
deckled that seven-month-old 
Ivory wouldn’t have to change her 
name after afL Quebec says the 
issue was never language, but 
simply protecting the ch8d from 
ridicule. Among the other 


! monickers disallowed for being just 
! too silly. Cowboy, Boom-Boom, 
Lucifer and C'est-Un-Anga (She's 
an angel). 

Plain speaking 

Kazakhstan's president Nursultan 
Nazarbayev just can’t leave wed 
alone. Last year he caused a stir 
by moving the country’s capital 
from Almaty, which he reckoned 
was over-crowded and prone to 
earthquakes, to Akmola, 700 miles 
to the north. Now, just to keep 
cartographers on their toes, he's 
decided that he doesn’t like the 
name: Akmola Is being re-named. 

Appropriately tor a remote city 
on the Central Asian steppe, 
Akmola means “white tomb". But 
Nazarbayev says media grumbling 
about the cost and upheaval of 
moving have already given the 
place a bad image. So it’s time for 
a fresh start and he's chosen a 
name with which no one can 
quibble: Astana, the Kazakh word 
tor “capital". 


Rain man 


As thick smoke from fires across 
the border in Indonesia threatens 
to darken Malaysia's coming-out 
party, the Commonwealth Games, 
Kuala Lumpur is willing to try just 
about anything to disperse It The 
Cabinet te directing afl high-rise 
buildings in the Klang Valley that 
surrounds the capital to Install 
fijant roof-top sprinklers through 
which water can be pumped to 
dampen down the smoke. 


Never mind that Malaysia is also 
suffering from drought, with much 
of Klang Valley receiving water only 
on alternate days. No problem, 
says science and technology 
minister Law Hleng Ding. Building 
owners can draw on surface water 
for “ammunition” with which to 
fight the smog. “This is," he says, 
"like fighting a war”. 

Shame that most of the smoke is 
out of range. Next there'll be rolling 
out the water canons. 

Ring of truth 

UK Insurance outfit Direct Line has 
for years used a little red 
tetephon eon- wheels in its 
advertising. Need insurance? The 
red telephone will come racing to 
your aid with a cheerful tootle. 

| But that tootling ring has turned 
out to be frighteningly expensive 
tor TBWA, Direct Line's London 
advertising agency, it has just 
agreed to pay £475,000 (3793,250) 
to settle a lawsuit brought by 
Simon Frangien, the musician who 
says he composed the “cavalry 
charge" ring. That’s £47,500 a 
note Frangien acknowledges that 
it isn't the most complicated piece 
of music he's ever written - to the 
untrained ear ft sounds much like 
any other bugle call - but he 
insists it was stiH his own work. 

The advertising agency, bless it. 
had claimed Chris Wilkins, the man 
who dreamt up the Direct Line 
advertisements, was the real 
composer of the annoying Tittle 
ditty. On the basis he'd hummed it 
to Frangien firsL 


Incre a sed Oil Output 
Not so very long ago It was 
thought that the development of 
the vast Middle Eastern oilfields 
would undermine the world oil 
price structure. This tear, 
however, has gradually receded 
as a result of the rapid and 
unexpected expansion in 
demand throughout the work! 
tor refried petroleum products. 
Under current programmes. 
Middle East production is 
expected to be increased to an 
average of 1 ,099.000 barrels 
dally this year to 2,203,000 
barrels daily by 1956, the 
I sharpest increase of any area in 
the world. Expansion of Middle 
East oil output will “free" the 
United States and the Caribbean 
of the need to supply Europe 
and other parts of the Eastern 
Hemisphere, and leave Western 
Hemisphere supply available for 
meeting rising demands in the 
United States. 

Oil Rom Iren 
A further stage In the 
Anglo-lranlan oil company's 
plans for the building of the oil 
pipeline from the Persian Gulf to 
the Mediterranean has been 
taken by the formation of 
Maritime Refineries as a private 
company with £100 of capital. 
The new company now 
announced will be responsible 
for the construction of a refinery 
at the Mediterranean end of the 
pipeline. 
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On the face of things, the mechanics 
welding together Daimler-Benz and Chrys- 
ler might seem to have botched the job. 
Having two chiefs and two headquarters 
is certainly less than ideal. However, 
since Chrysler’s Robert Eaton has stated 
he will stand down after three years to let 
J Organ Schrempp run the show, a Smith- 
Kline/Glaxo-style collapse is unlikely. 
Indeed, keeping Mr Eaton on board could 
act as a stabilising force that helps the 
two cultures blend. And German political 
realitie s probably made the idea of mov- 
ing Daimler to the US a non-starter. 

Still, basing decisions on politics rather 
than commercial logic has its costs. The 
need to persuade Chrysler’s shareholders 
to hold ADSs and live with the unwieldy 
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By David nnrf™ , Kosovo, though not to play a full ovo, among the Albanian diaspora fit ';' 

hostile takeovers also make for a very Diplomatic Editor medi ating role. ■ Europe and the- US, and among i^r 

different backdrop. But while the smaller, — — "" -= Further sanctions an Yugoslavia cal groups from Iran to Chechnya 

domestically oriented chaebol are being Radical foreign groups some backed .. could be agreed At this /weekend's 'looking to makS inroads intja 

forced to take drastic measures, the big by Iran, are supplying arms to the meeting in London of foreign minls^ Europe”. - 

ones, fine words notwithstanding, are Kosovo Liberation Army (KLAJ in ters of the Group -of. Eight, .which 'According to westemlntelfigsnc^ 

dragging their heels. Even if this were not its fight against President Slobodan, includes the; world's leadingindus- Sbe KLA isjaow getting help; fftajt. 
so, foreign investors have shown little Milosevic’s Yugoslav government in trialJsed nations and Russia. the pro-Iranian Mujahideen groups; 

appetite for supplying the sort of funds Belgrade, according tu US diplomats The six powers involved In the which back e d the , Bosnian Moslems 
the chaebol expect to gamer, especially and western officials. ' Contact .Group on the. Balkans - _ in the. 1992-35 war In Bosnia. 

with mrinnfi Hmhaing up in the back- At the same timg, speculation is France, Germany, Italy, Russia, the ■ The KLA’s access to a adder 
ground. mounting that Mr Milosevic may UK and . the US - have.' already wortc could also enable it to opening 

Ironically, union militancy may yet has- accept a visit by Felipe Gonzgez, the threatened to impose an . investment other, fronts, such as terrorist 

ten restructuring if the government forma* Spanish prime minister, who bah on Yugoslavia tomorrow if Bel- against Serb, targets in Belgrade, ta* ' . 

cracks down on the chaebol as a means of is the international community’s grade has hot by then pulled back its official warned. v 

buying off the unions. The snag for the designated mediator in the crisis army and entered talks .with the eth- -Nato is edging closer to respond? 

president, though, is that serious chaebol affecting the troubled ethnic Alba- nic Albanians.' ing to Albania’s appeal for the tresfc 

reform will result in huge job losses, fuel- man province in Serbia. Earlier this week, Robert Gel bard, _ero .alliance, which is heavify 

ling further militancy. Balancing these Mr Gonz&lez is in Brussels today the US special envoy to .the Balkans, involved in policing neighbouring 
two will require Solomonic wisdom. to talk to the European Union and complained to Congress of “large- Bosnia, to. deploy troops on its soB * 


its fight against President Slobodan 
Milosevic’s Yugoslav government in 
Belgrade, according tu US diplomats 
and western Intelligence officials. - 


ling further militan cy. Balancing these 
two will require Solomonic wisdom. 


em-. Alliance; : which is heavify 
involved'’ in policing neighbouring 
Bosnia, to. deploy -troops 6u its soft 


has been blocked by Mr Milosevic. lery and tanks”, along Kosovo’s bar- 
western diplomats in Belgrade der. with Albania. He said this was at 
report "straws in the wind" that Mr. odds with “Belgrade's, stated desire 


co-determination structure of German two will require Solomonic wisdom. to talk to the European Union and complained to Congress, of “large- Bosnia, to. deploy -troops on its sdD 

boards partly explains why Daimler will centre stage with a £430m bid, 26 per cent Nato about his missfoB.. which so for scale deployment of [Yugoslav] artit as well .* 

end up paying a premium of around 40 more BMW's. Suspicions that VW Cpanraitl bas been blocked by Mr Milosevic. lery and tanks”, along Kosovo’s bar- Nato said earlier this week that it 

per cent. But it is Chrysler's scarcity was simply blustering to queer its rival's Western diplomats in Belgrade der. with Albania. He said this was at was considering a joint military 

value - in being the only US car company pitch or trying to justify its rights issue Seagram bas been much talked of as a report “straws in the wind" that Mr. odds with “Belgrade’s, stated desire exercise in Albania; . as well & 

likely to do a deal - that has pushed its have been dispelled. Nonetheless, the bidder - most recently for the UK’s EML Milosevic, perhaps alarmed by for- to prevent or stop cross-border enlarging an exercise pl anne d ini 

valuation up. After aR Fiat or BMW could company's investor relations could still do Turn the thought around and the Cana- eign involvement in the intensifying smuggling of weapons". Macedonia in September. . .. * 

just as easily have taken Daimler-Benz's with a trip into the twentieth century, dian d rinks and entertainment combine war in Kosovo, may soon ask Mr Mr Gelbard 'went, on to warn that Yesterday ttsaid .it was also e&sd- 
place, albeit in a less senior role. And just because it bas come out with a makes an attractive break-up target It Gonz&lez to facilitate the start of “Belgrade's brutal tactics’' bad ining “a range of options that go 

Daimler is paying out a premium of bid does not make this the right move, owns some powerful consumer franchises, negotiations between the Yugoslav helped the KLA “find an increas- beyond exercises” - but did’hot elah. 

around $10bn to Chrysler shareholders as Managing a super-luxury brand will but poor deals and a lacklustre record - it government and ethnic Albanians in ingly sympathetic audience in Kos-- orate. ’’’ V. C 

a result of tilting the exchange ratio in require heavy investment in unfamiliar has just reported an underlying loss for : : ■ - y 

their favour. On the basis of the $3bn territory. Building up Audi looks a better its third quarter - have left its shares _ _ _ — m * \1 


Nato said earlier this week that it 
was considering ‘ a joint military; 
exercise in Albania; . as well qjj 
enlarging an exercise' planned ia 
Macedonia in September. .. - 
Yesterday it said it was also exam- 
ining “a range of options that go 


annual cost-savings envisaged within 3-5 
years, recouping the premium looks possi- 
ble; on a multiple of 10, the taxed savings 
of $L8bn, are worth some SISbn. That still 
leaves perhaps $Sbn for Daimler’s share- 
holders. 

Chrysler’s shareholders are clearly get- 
ting the better side of the bargain. But 
that is not to say it is bad for Daimler 
shareholders. Its own highly valued 
shares mean it has picked up a relatively 
cheap deal At just 5 times earnings 
before interest, tax and depreciation, the 
deal will be immediately earnings-enhanc- 
ing. 

Nonetheless. Mr Schrempp will have to 


bet trailing. 

If BMW returns to the fray - backed by Instead of paying a premium for EMI, 
the cost advantage it has from its engine for Instance, Seagram could sell its 
supply deal - VW should think hard smaller Universal entertainment business, 
before re-bidding. At 16 times 1997 operat- worth perhaps $3.6bn on a stand-alone 
ing profits, Vickers is already getting a basis, to EMI or PolyGram. That way Sea- 
full price. gram’s Investors would collect the pre- 

mium, clawing back some of what they 
Phaphfil when Seagram paid $5.7bn far Univer- 

unacuui sal in 1995. The spirits business, valued at 

At last. South Korea's chaebol get sen- around $9bn on a stand-alone basis, could 
ous. Four of the big five have unveiled also be worth more if it was spun off ami 
plans radically to trim their unwieldy linked with Allied Domecq. Even if a foil 


China disowns report hmtii 
at devaluation of renminbi 


By James Kjruge to Bering 

Asian currencies fell sharply 
yesterday after a report on the inter- 


site of the Australian Financial devaluation will increase in tlu 
Review magazine. ' ' second half of 1998 due to the impact V- ^ 

He said yesterday be had not co- of the financial crisis on Chink) ' 
operated in the preparation of the exports." . ! 


net that a Chinese central bank oEfi- academic paper, . which was ’ The paper added that. China flacod 


empires. Debt equity ratios will be slashed merger was tricky, a joint distribution dal bad suggested Beijing would .summarised in the report on the risks including a “real dangejy^ 


ing. to meet the government's 200 per cent agreement could save $100m-$200m a year. 

Nonetheless, Mr Schrempp will have to target by 2000. More than $20 bn in foreign Seagram also a hidden jewel in its 
work hard to maximise the potential val- capital is expected to he raised through market-leading Tropicana juice business, 
ue-creation - while avoiding the disecono- disposals, new investment and the like, valued at around $4bn. 
mies of scale and culture clashes that The snag is that we have heard all this Add in its $5bn stakes in Du Pont Time 
could so easily dog this merger. Being before, and little bas changed. Will it be Warner and USA Networks, subtract $3bn 
more ambitious on the cost side would be different this time? of debt and Seagram's break-up value 

a start There are some reasons for thinking so. would be over $lSbn - or 25 per cent more 


a start 


Rolls-Royce Motor Cars 

So Volkswagen bas finally stopped huff- 


The gravity of the current crisis is tmprec- than the current market capitalisation, 
edented and president Kim Daejung is With a bid premium, the upside would be 
not a friend of the chaebol like same of his even greater. What a pity that the dynas- 
predecessors. Legislative changes ending tic Bronfinans, who control Seagram, 


ing and puffing in the wings and come cross-group debt guarantees and allowing show little interest in shareholder value. 


agreement could save Jl00m-$200m a year, come under increasing pressure to Australian . Financial Review’s web , economic disinflation which wwtfi 

Seagram also has a hidden jewel in its devalue the r enminb i (yuan) In the site. have negative effects on the retail 

market-leading Tropicana juice business, second half of this year. “When I heard of this report today ' process’*. 

valued at around $4bn. The Indonesian rupiah, already in I was very surprised," he said. Mr Y1 said hone of his recast 

Add in its $5bn stakes in Du Pont Time trouble as a result of three days of He said the paper had been research suggested pressure an tto 

Warner and USA Networks, subtract $3bn riots and looting in the city of- written by Song Ligang. an academic renminbi to devalue would intend# 

of debt and Seagram's break-up value Medan and a prolonged banking and with the Australian National 'Univer- later this year. . 

would be over SI Sim - or 25 per cent more financial crisis, tumbled to about shy, who was identified in the report He added that in his view, despft | . 

than the current market capitalisation. 10,000 to the dollar in early trading, as the co-author. Mr Y1 said Mr Song policy . challenges. China would i 

With a bid premium, the upside would be 10 per cent down from Wednesday's - appeared to have incorporated some achieve a growt h rate of 8 per cesUUl / 

even greater. What a pity that the dynas- close. ideas from recent publications by Mr this year. v 

tic Bronfinans, who control Seagram, It later recovered ground, after YL China's leaders have stated as] p 
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Indonesia's central bank raised key The Australian Financial Review’; 
interest rates from between 4 and 12 report said the paper had been deliv 
per cent. ered at an Australian Nationa 

Other Asian currencies which University conference cm the Asic 
suffered sharp early, losses before crisis held last Tuesday, 
recovering later included the The academic paper said: “Given 
Malaysian ringgit and the Thai baht the market demand and supply of 
Yi Gang, deputy secretary-general the foreign exchange, the RMB 
of the monetary policy committee of exchange rate - will remain at the 
China’s central barite , denied having current level of 8.27 yuan to the 
anything to do with the report, dollar as promised repeatedly by the 
which, was published -an the internet government, but pressure for 


The Australian Financial Review’s several occasions that the resmiidi 
report said the paper had been deliv- will not be devalued, despite- the fart L 
ered at an Australian National that some exports, such as textiles; 
University conference cm the Asia are suffering through the enhanced jr > 
crisis held last Tuesday. competitiveness of south-east Aston I* * 

The academic paper said: “Given manufacturers after last year's j 
the market demand and supply of sharp depreciations in their * " 

the foreign exchange, the RMB currencies. , 


Zhu Rongji, the recently appointed a 
prime minister, told bankers tt, 
London last month that devaluatka 
was not on his agenda. i 
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Europe today 

The northern half of Norway. 
Sweden and Finland wffl be cold 
with showers. Southern 
Scandinavia wHI be mostly dry with 
some sunny intervals, but there will 
be a tot of cloud. North-east 
Europe wOl be cloudy wtth light 
rain. Central and north-west 
Europe will be fine and warm with 
sunny periods. The central and 
eastern Mediterranean will be 
warm and sunny. Spain and 
Port u g a l war be mostly hot and 
sunny, but central and northern 
areas may have scattered thundery 
rain. 

Five-day forecast 

Western Europe win be warm with 
some hazy sunshine, but scattered 
thundery rain will move north from 
Spain. Central Europe wffl be 
mainly sunny and hot South-east 
Europe will be sunny, but a cooler 
north -easterly flow wffl develop on 

Sunday and Monday, it will be 
unsettled in Scandinavia 
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tlon for client service. 

Chase is expecting to consol' 
Idate the business over the 
next two years. 

Wall Street analysts said 
Rank of New York's bid for 
Mellon Bank could still be 
completed. Ruchi Madan, 
banking analyst at Paine Web- 
ber; said there was go per cent 
chance BoNY would acquire 
Mellon. Paine Webber said 
Mellon's masons for rejecting 
the offer were “not convincing 
enough to satisfy its share- 
holders" 


Exploration and production 
bore the brunt of the damage 
from low crude prices, with a 4 
per cent rise in oil production 
failing to aflket a 34 per cent 
drop in year-on-year prices. 
Tbe fall is crude prices was 
compounded by a 6 per cent 
drop in gas sales as a warmer- 
than-usual winter cut demand, 
especially in Europe, where 
Shell is one of the biggest gas 
suppliers. 

Exploration and production 
profits overall, fell 45 per cent 


turn also hit chemical profits. 

Shell said the pace of eco- 
nomic recovery in Asia would 
largely determine whether 
trading conditions in tbe sec* 
tor improved later this year. 

Shell retains a large cash 
surplus of SS.lbn. in spite of 
boosting its capital expendi- 
ture and making several signif- 
icant investments. However, 
the figure is 35 per cent down 
on last year. Total debt at the 
end of March was $133bn, with 
gearing at 16 per cent 
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Culture crucial to 
synergy equation 

Differences in language and governance practices are likely to be 
the greatest downside risk to merger, writes Tony Jackson 


to all the razzmatazz at 
yesterday's London press 
conference by Daimler-Benz 
and Chrysler, one awkward 
little formula went unre- 
marked: value equals syn- 
ergy min us premium. 

That is, the value created 
by an acquisition - and. in 
reality, Daimler-Benz is 
acquiring Chrysler - can be 
broken down into two parts. 
First is synergy: the present 
value of all Future profits 
directly attributable to the 
new combination. 

From that must be sub- 
tracted the premium the 
acquirer is paying to the 
market price. Daimler-Benz 
puts the premium it is pay- 
ing for Chrysler at 28 per 
cent, or about $8bn. Some 
would put it higher. 

It therefore matters a good 
deal what the synergies are. 
Yesterday, the two compa- 
nies put them at $1.4bn 
In year one, and $3bn annu- 
ally within three to five 
years. 

If all those future benefits 
are totted up, their present 
value is rather higher than 
$8hn. But that is not a net 
figure. In any deal of this 
scope, there are all kinds of 
hidden costs: culture rfanhwa 
and mlgiiwriaratenriingK turf 
wars and jealousies, and the 
outside chance that the 
whole project will end in 
disaster. 

Where does that $i.4bn- 
$3bn figure comes from? 
According to Bob Eaton, 
Chrysler chairman, it is the 
product of very detailed cal- 
culations by teams from 
both companies. 

First, there will be extra 
sales of Mercedes Benz mod- 
els in the US, and extra sales 
of Chrysler models in 
Europe. Second, global pur- 


SHOPFLOOR 


chasing will immediately be 
brought together, leading to 
a cost reduction in year one 
or 0.5 per cent - or about 
$30Qm. 

Administrative sites will 
be combined as well as some 
research and development 
projects. Further out, bene- 
fits are expected from shar- 
ing know-how In manufac- 
turing and engineering. “We 
will quickly share compo- 
nents. engines and transmis- 
sions," Mr Eaton said. It was 
possible, though not certain, 
that eventually there would 
be shared platforms. 

But quite a few things will 
not be combined. The brands 
will be kept absolutely sepa- 
rate. So will the dealerships. 
There is no suggestion that 
Chrysler cars will be made 
at Mercedes-Benz plants, or 
vice-versa. 

And there will be no job 
losses, either blue or white 
collar. On the contrary, both 
companies said yesterday. 
Because of the expected rise 
in output, employment was 
likely to rise. 

When it comes to down- 
side risks, the greatest is 
certainly culture. Beyond 
the fact of both being car 
makers, the two companies 
differ in just about every- 
thing: language, markets, 
work traditions and gover- 
nance, And in the executive 
suite, how will Chrysler's 
sky-high American salaries 
and stock options sit with 
the German structure of 
employee representation and 
a supervisory board? 

There was every evidence 
yesterday that the two chair- 
men are alive to this. “We 
are set to build a truly global 
culture”, said JOrgen 
Schrempp of Daimler-Benz. 
Mr Eaton added: “This is 


precisely one of the reasons 
we immediately agreed to 
run the business Initially 
together. We both believe 
that integrating and merging 
cultures is possibly the 
greatest art of manage- 
ment.'’ 

Thus, there will be two 
official headquarters, one on 
each side of the Atlantic. 
“We will run the company 
from both sides", Mr Eaton 
said, “and alternate the 
board meetings between 
both." 

Nor, he added, would the 
two chairmen have defined 
responsibilities. “We will 
both be involved”, he said, 
“in the full range of activi- 
ties around the world.* 1 

As for worker participa- 
tion, or codetermination, in 
the merged company, Mr 
Schrempp said: “I was able 
to convince our friends that 
codetermination, as handled 
by Daimler-Benz, is a very 
positive thing." 

Although the new com- 
pany will be German - its 
official title will be Daimler- 
Chrysler AG - the language 
of its supervisory and execu- 
tive boards will be 
fn Mr Eaton's case, this is 
just as well. At the press 
conference yesterday, be was 
lost without a translator 
when asked questions in 
German. 

But if all is harmonious at 
board level, what about 
lower down? In cases of con- 
flict, German managers will 
surely be tempted to get 
round their American coun- 
terparts by using the native 
tongue. 

And conflict there will 
doubtless be. Hie two com- 
panies, it has emerged, had 
abortive merger talks In 
1995-96. Mr Schrempp was 



Germany AG 
rises to global 

challenges 


asked yesterday why this 
time had been different His 
answer was revealing. 

Fewer people had been 
involved, he said: only 25 
from each company. “A lot 
of attempted mergers fail 
because too many people 


with vested interests are 
Involved”, he said. “The 
well-being of the company 
must be the guiding factor, 
not your own position. 
That was the lesson we 
learnt.” 

In other words, the line 


managers — some of wi mm , 
plainly, ware unhappy before 
- are only now being let 
in on the project. Let us 
hope they are happier this 
time round. For if not, the 
synergy sums will go out of 
the window. . 


REACTION VEHICLE COMPONENTS SUPPLIERS SEE SPIN-OFF BENEFITS 


Daimler Deal finds favour across the industry 


workers 
welcome 
US link 


By Graham Bowtey fa Stuttgart 


I ••« M«N ■ fell H I 


“America is a wonderful 
place. 1 have been to Colo- 
rado," said Dagma, above 
the loud hammering on the 
Mercedes-Benz factory floor 
in Stuttgart, the home city of 
Daimler-Benz, in southern 
Germany. 

“This merger Is fresh and 
new. 1 am positive. We can 
bring together our ideas," 
she smiled, turning to check 
on the progress of the shiny 
car body as it moved slowly 
along the assembly line. 

The sun shone brightly on 
leafy Stuttgart yesterday, 
the day the transatlantic 
merger between Daimler- 
Benz and Chrysler was offi- 
cially confirmed. The mood 
on the sbopfloor was posi- 
tive. Few thought jobs were 
at stake. 

“The bigger we are the 
better. We will be stronger. 
We can't make enough cars 
to meet demand as it Is. 
With Chrysler we can do 
more," said Michael, a 30- 
year-old mechanic, dressed 
in the baggy blue overalls 
that are de rigeur for the 
Mercedes factory floor. 

Outside, a large metal 
three-pointed star, Daimler’s 
symbol, towered over the 
factory from a tall office 
block. Cyclists whizzed 
around the factory’s roads. 

Fanning themselves in the 
beat, secretaries watched the 
burly figure of JOrgen 
Schrempp. Daimler's chief 
executive, on office televi- 
sion sets as he blared out his 
plans in the company's live 
broadcast from London. 

Was the merger a threat? 
Would it bring unwelcome 
changes to Daimler? “We are 
already changing. We have 
already become American. 
That is not necessarily a bad 
thing ," said Reiner Schrag, 
as he grabbed a bolt and dis- 
appeared under the bonnet 

“We can live together," he 
added. “We will do our work 
here, the Americana can 
work over there. It is the top 
management that have to 
learn to be friends.” 

But not everyone was con- 
vinced: “One thing." said 
Karl, stopping as he rode 
past on his bike. “Germans 
won't buy those big Ameri- 
can cars. They’ll have to 
change them. Parking spaces 
aren't big enough over 
here." 


By Peter Marsh fn Loadoa 
and Paid Betts to Rome 

The Daimler-Chrysler 
merger announcement drew 
praise from companies in the 
world vehicle components 
industry, on the grounds 
that it would lead to new 
opportunities for suppliers 
already geared to working 
on a global basis. 

Rival carmakers were 
more cautious, though some 
hailed the success of 
Daimler-Benz and Chrysler 
in reaching an agreement 
that would continue the con- 
solidation of the industry. 


In some quarters, scepti- 
cism was also expressed that 
the two companies could 
successfully combine their 
corporate cultures to make 
the meager work. 

Peter Heilman, president 
and chief operating officer of 
TRW, the big US vehicle 
parts maker, said: “The 
merger in very positive. It 
wffl help the two companies 
spread development costs : 
and take advantage of cross- 
marketing:” 

For TRW - with annual ; 
automotive parts sales of- 
some $7bn, half of which are - 
outside the US - the merger : 


would lead to “big opportu- 
nities", Mr Heilman said. 

It would enable TRW to 
use its expertise in areas 
such as airbags or steering 
systems to make a range oT 
products that could be 
directed for use over the 
whole of the merged group, 
so achieving bigger sales far 
a given amount of develop- 
ment spending. 

Bond Pischetsrieder, chief 
executive of BMW, the Ger- 
man carmaker, said the deal 
was a “courageous and stra- 
tegically correct step", while 
Yoshikazu Hanawa, presi- 
dent of Japan's Nissan 


Motor, said it could lead to 
more automotive tie-ups, 
including between Japanese 
and overseas companies. 

Continental, tbe big Ger- 
man tyremaker, said the 
merger could lead to “new 
chances" for it to build on 
its business supplying 
Daimler-Benz, in both the US 
and Europe, through similar 
supply arrangements with 
Chrysler. LucasVarity, the 
Anglo-American parts group, 
: sald it was hoping for a 
“pull-through” of orders 
from one part of the merged 
i company to the other. 

RheinmetaH, the German 


industrial group whose Kol- 
beaschmidt Pierburg car 
parts unit is trying to extend 
its US sales, said the deal 
“added support” to its own 
internationalisation effort 
At Fiat, the Italian auto- 
motive group, executives are 
understood to believe that 
the Chrysler/Daimler deal is 
good for the two companies. 
F3at has flirted for the past 
three decades with the idea 
of an alliance or merger with 
another leading car manu- 
facturer. However, it is 
expected to continue its 
strategy of expanding in 
developing countries. 


By Graham Bowley 

M(|M tll»l ■ wrnmmmmmm - 

The Daimler-Chrysler 
merger is the latest and 
clearest illustration of a 
maxim that has become com- 
mon In Germany's board- 
rooms: while German poli- 
tics is in deadlock, corporate 
Germany is on tbe move. 

Germany's politicians 
have been unable to reach 
agreement on crucial 
reforms to the country's hid- 
ebound welfare state, its 
stultifying tax system and 
its old-fashioned pension 
system. 

But while the poUtical 
classes have argued, Ger- 
many’s companies have 
forged ahead to meet the 
challenges of globalisation. 

Companies such as the 
carmaker Volkswagen and 
tyremaker Continental have 
switched large swathes of 
their production to cheaper 
manufacturing sites abroad, 
such as the Czech Republic 
and Brazil. 

Daimler-Benz itself last 
year began its first car 
production in the US, in 
Alabama. 

It followed BMW, which 
already has a plant in South 
Carolina. 

This shift of production 
abroad represents an 
attempt not only to cut pro- 
duction costs but also to be 
closer to faster-growing mar- 
kefs, such as the US. 

Companies have also been 
cutting coets at home - not 
least by slicing through tbe 
traditional Industry-wide 
wage agreements and accom- 
panying non-wage benefits 
that have made Germany 
one of the costliest manufac- 
turing sites in Europe, 

hi this field, Daimler has 
been one of the toughest 
companies in reining back 
wages and cutting perks. 

By cutting costs, German 
companies have farad up to 
the intensified worldwide 
competition that the forces 
of globalisation are bringing. 

But they are also coming 
to terms with increased 
global rivalry for capital. 
Here, the German banks are 
playing a role. 

Leading banks are under 
pressure from their domestic 
and foreign shareholders to 
boost returns and concen- 
trate on core business. They 
are being urged to sell their 
industrial stakes, such as 
Deutsche Bank’s holding in 
Daimler-Benz. 

But Germany’s high tax 
rates inhibit large-scale dis- 
posals, since these mostly 
involve considerable capital 
gains. Tax reform would 
change this dramatically. 

Gorman companies have 
also been keen to break free 


of banks* controL 

“SAP went international 
very early," says Henning 
Kagennann, co-chairman of 
the high-flying business soft- 
ware concern. . 

“From the start, we were 
also completely independent 
from tbe banks. That created 
a shareholder value mental- 
ity within SAP early on." 

As companies look more to 
international capital mar- 
kets for cheaper capital, the 
traditional lending role , of 
the banks has been eroded. 
DaSmler-Beui w as the first to 
list its shares on tbe New 
York Stock Exchange to woo 
US investors. It also opened 
itself up to outsiders by 
adopting US accounting 
standards. 

One of the most risible 
signs that corporate Ger- 
many is waiting up was the 
attempted hostile takeover 


By cutting costs, 
German companies 
have faced up to 
the intensified 
worldwide 
competition that 
the forces of 
globalisation are 
bringing 


by Krupp of Thyssen, the 
rival steel and engineering 
group, a year ago. 

This unleashed a huge 
political and public contro- 
versy, but they settled their 
differences and finally 
agreed to merge. 

Bertelsmann, the German 
media group, has recently 
shown the extent of the 
worldwide ambitions of Ger- 
many's biggest corporations 
with its purchase of Random 
House, the US book 
publisher. 

In tbe car Industry, VW 
made Its. mark with, its ear-. 
Her acquisitions of Skoda in 
the Czech Republic and Seat 
in Spain; it yesterday moved 
to capture Rolls-Royce Motor 
Cars of the UK, apparently 
scooping the prize from rival 
BMW. 

“German chief executives 
are as radical as anyone in 
the Anglo-Saxon world,” 
says Paul Achleitner, 
co-head of the German oper- 
ation at Goldman Sachs, the 
US investment bank. 

“You should not underesti- 
mate the degree to which 
German Industry is getting 
its act together.” 



VALUATIO N DIFFEREN CES IN EUROPEAN AND US MUL TIPLES CO MPLICATE CALCULATIONS - 

New shares pose value dilemma 




JOrgen Schrempp Qelf) and Bob Eaton at a press conference fo London yesterday 


By Richard Watm and 
Darnel BBgkr in New York 

For Wall Street, the 
calculation yesterday looked 
simple: Chrysler’s stock, 
which traded at $41 earlier 
this week, was being valued 
at $63 through the share 
offer from Germany. It was 
hardly surprising to see 
Chrysler's investors - 
including Kirk Rerkorian, 
whose 13.75 per cent makes 
him the largest shareholder 
- lining up to celebrate the 
transaction. 

Behind this huge notional 
premium, however, lies a 
more complex calculation. 
' Chrysler’s investors will give 
up one of the best-perform- 
ing US industrial stocks of 
the decade in return for a 
minority stake in a foreign 
company that has been 
through some difficult times. 
Assessing the value of the 
Jason Orton . new DafrnlerChrysler shares. 


both in the short and long 
term, wifi now become of 
central importance. 

The calculation is compli- 
cated by the very different 
price/eamings multiples 
accorded to automobile com- 
panies in the US and Europe. 

According, to Jerry York, 
the former IBM finance 
director who now oversees 
Mr Kerkorian’s investments, 
the typical US car company 
trades at a p/e ratio of 9, 
compared to 18 in Europe 
and 25 in Japan. “It's hard to 
rationalise the [different val- 
uation J of tho nutn sector on 
the other two continents." . 

Daimler Itself trades at 
about 22 times earnings, 
compared with nine times at 
Chrysler, said Mr York. 
Using other cross-border 
mergers as a yardstick - 
including that of Pharmacia 
and Upjohn - he added that 
the combined company was 
likely to fall between the 


two, at “something in the 
range of 15". 

For Wall Street, that 
would open an intriguing 
gap with the valuation of 
General Motors and Ford. 

The deal's supporters, 
though, argue the new com- 
pany would be in a for stran- 
ger position. Steven Koch, 
co-bead of mergers and 
acquisitions at Credit Suisse 
First Boston, which advised 
Chrysler, said: “It’s not just 
a higher p/e - [Chrysler 
investors] axe swapping into 
an organisation with 
extraordinary growth and 
profitability prospects." 

While both companies' 
shares continued to climb 
yesterday on hopes of bene- 
fits from the merger, Chrys- 
ler stock was trading at only 
$52% by midday in New 
York, some $10 below the 
notional value suggested by 
the Daimler offer. 

There appeared to be a 


number of factors behind 
that disparity. According to 
one arbitrage trader, the risk 
of labour unrest still hang s 
over the deal Other, techni- 
cal issues also appeared to 
be at work. One Involves the 
dividend Daimler plans to 
pay to its own shareholders. 
The two companies have 
said they intend to adjust 
the exchange offer to take 
account of the lower value of 
Daimler stock after the divi- 
dend. However, the scale, of 
the adjustment appears still 
under discussion. 

The disparity in tbe stock 
prices also reflected techni- 
cal obstacles in the way of 
capturing the arbitrage 
profit that could be made, 
from buying Chrysler stock 
and selling Daimler, accord- 
ing to one US trader. The 
impending dividend pay- 
ment has made it technically 
impossible to short Daim- 
ler’s shares, the trader said. . 


DASA GROUP’S PLANS FOR DEFENCE ARM ‘UNAFFECTED’ BY CHRYSLER DEAL 




Daimler affirms co mmitm ent to aerospace industry 


By Alexander McoB and 
HHcbaei Skaptatar in London 
aad Robert ©atom In Avignon 

Daimler-Benz said yesterday 
that the merger with Chrys- 
ler would Dot alter its plans 
to play a frill role in restruct- 
uring the European aero- 
space and defence industries. 

Jfirgen Schrempp, 
Daimler-Benz chairman, 
said: “We consider our aero- 
space activities very impor- 
tant, and we are not plan- 
ning to sell them.” The 
group’s Daimler-Benz Aero- 


space (Dasa) subsidiary Is a 
partner in both the Airbus 
and Eurofighter consortia. 

British Aerospace, also a 
partner in both consortia, 
was strongly cautioning 
against suggestions that the 
Chrysler merger would lead 
to the purchase by BAe of 
Dasa. 

Dasa and BAe have been 
allies in the struggle to 
transform Airbus Industrie, 
the world’s second-biggest 
aircraft maker. The two com- 
panies have led the drive to 
cut costs, with Dasa's staff 


numbers falling from 94.000 
in 1992 to 43,000 last year. 

Their pressure on Aerospa- 
tiale. which Is controlled by 
the French government, has 
paid off as Airbus is set to 
become a limited company 
next year, instead of its pres- 
ent form as a Groupement 
d'lntirtt Economique, a 
French legal construct mak- 
ing no profits in its own 
right 

European governments 
want tbe change in Airbus's 
status to be a step towards 
the creation of a single com- 


pany bringing together BAe, 
Dasa and Aerospatiale as a 
powerful European group 

making- Qvjj and militar y 

aircraft. 

BAe, Dasa and Aerospa- 
tiale have agreed on the 
principles of such a company 
but UK objections to large 
holdings in it by the French 
government and by Daimler- 
Benz ifewif are likely to be 
hurdles to its creation. 

Helmut Kohl, the German 
chancellor, said yesterday 
after a Franco-German sum- 
mit in Avignon: “We have to 


move fast, it is urgent and 
we cant wait too long:” 

Mr Kohl and President 
Chirac of France asked 
experts to produce ideas by 
the end of the summer on 
bow to tackle issues such as 
the shareholding structure 
of the future group. 

Some experts say the 
Chrysler merger could 
strengthen Dasa's hand in 
negotiations, because it 
would broaden the share- 
holder base of Daimler-Benz, 
patting it more on a par 
with BAe which has a large 


US investor base. 

Manfred Bischoff, Dasa 
chief executive, said the 
Chrysler deal would not 
change the group’s policy of 
trying to develop a pan-Euro- 
pean aerospace industry. 

Dasa, like BAe. opposes 
the French government 
being a shareholder in any 
new group. Mr Bischoff has 
said that while state owner- 
ship could be accepted for a 
transitional period, “the con- 
cept of government shares in 
the united aerospace indus- 
try must he ruled out". 


French reluctance to pri- 
vatise its aerospace interests 
has led to speculation that 
BAe and Dasa could forge a 
closer alliance which the 
French could join later. 

BAe has not ruled this out- 
It has a close relationship 
with Dasa anij is involved in 
talks with Dasa as well as 
French, I talian, Spanish 
companies on the restructur- 
ing issue. It has also 
extended its links with other 
defence groups such as Saab 
of Sweden, in which it is to 
take a 35 per cent stake. 
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futures cftc aims to keep safeguards 





Derivatives 

market to be 

reviewed 


Citigroup announces top-tier appointments 


By John Asttere 
in New Yurie 
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Rf fUdd Ttf ta Chicago 



The Commodity Futures 
Trading Commission, the 
regulatory exchange fin 1 the 
US futures markets, yester- 
day ploughed ahead with its 
plan to re v ie w the huge hut 
largely unregulated “over- 
the-counter" derivatives 
market. 

It said it “wished to main- 
tain adequate safeguards 
without im p airin g the ability 
of the market to grow”. 

Brooks ley Bora, who 
chairs the CFTC, stressed 
that the commission was not 
approaching the review with 
any “preconceived results in 
mind”. But she added “the 
substantial changes in the 
OTC der i v a tives market over 
the past few years require 
the commission to review its 
regulations”. 

Over-the-counter deriva- 
tives are contracts - such as 
interest rates swaps - 
between large financial play- 
ers which are handled out-' 
side any formal, regulated 
exchange. This business has 
grown extremely rapidly in 
recent years, and the 
notional value of outstand- 
ing contracts at present is 
pul at more than $23,0Q0bn. 

The CFTC largely 
exempted swaps and other 
hybrid products from regula- 
tory supervision in 1993. But 
it now claims that circum- 
stances have changed - the 
market has expanded, some 
products have become stan- 
dardised, and there are pro- 
posals being pot forward far 
centralised clearing of con- 
tracts, such as swaps. 

"The explosive growth in 
the OTC market in recent 
years has been accompanied 


by an increase In Ww num- 
ber and size of losses even 
among large and sophisti- 
cated users which purport to 
be trying to hedge price 
risk in the underlying cash 
market. 

"As use of the market has 
increased, entities such as 
pension funds -and school 
districts have been affected 
by derivatives losses, in 
addition to corporate share- 
holders,” the CFTC said. 

The agency, which first 
indicated It would review 
the exemptions several 
months ago, yesterday pub- 
lished a formal “concept 
release”, indicating specific 
areas which it expected to 
examine and calling fbr pub- 
lic comments. 

fits review seems certain to 
provoke a strong response 
from Wall Street's invest- 
znant H anking community; 
same OTC market partici- 
pants have already warned 
that the mere suggestion of 
a review could destabilise 
the market, and possibly 
lead to legal challenges. 

However, the CFTC 
stressed yesterday that any 
rule changes resulting from I 
the review would be applied 
“prospectively only" - that 
is. to contracts struck after 
any change were made. 

Meanwhile, the issue of 
OTC regulation has already 
created tension between the 
CFTC aril the Securities and 
Exchang e Commission. Bar- 
liar this year, the CFTC took 
public exception to a SEC 
plan to encourage Wall 
Street firms to sell OTC 
instruments, through US- 
based broker-dealers rather 
than through offshore (pri- 
marily European) units. 


Two things became steadily 
more obvious yesterday as 
Wall Street analysts studied 
the long-awaited list of 
senior managers who are to 
head Citigroup, the. product 
of the $i60bn merger of Citi- 
corp and Travelers Group 
announced last month. 

First, the co-chief execu- 
tives - Sanford Weill, of 
Travelers, and John Reed, of 
Citicorp - appear to have 
succeeded in finding jobs for 
all their most tMiwn'fawi execu- 
tives - a crucial task, as 
integrating the new com- 
pany will be an immense 
challenge and require plenty 
of talent. 


T looked through the lists 
of executives in both compa- 
nies’ animal reports, and 
there -are ronly. two missing 
from each of them.” said 
one executive search consul- 
tant ■■ J 

But second, it seems 
equally ap pa rent .that Trav- 
elers executives are In a 
position to dominate the new 
company,, even though for- 
mer embankers have been 
given roles, which, will keep 
them onboard. 

Attention initially focused 
an the appointment of James 
Dimon, chief operating offi- 
cer of Travelers Group and 
long regarded as Mr Weill's 
heir, as the Citigrpup presi- 
dent. The company stressed 
that Mr Dtmon's role would 


be to specialise in financial 
issues and would not be a 
conventional company presi- 
dency, with executives 
reporting directly to Mr 
Weill and Mr Reed. 

But one analyst pointed 
out: ‘There’s still only one 
president, and it’s Jamie 
Dimon" 

Similarly, Citigroup’s chief 
financial officer will be Heidi 
mitipt firm Travelers, giving 
Mr Weill’s most trusted 
lieutenants strong control 
over financial issues. 

There is power-sharing at 
the top of each of the three 
divisions - “global con- 
sumer”,- “global corporate 
and investor” and “asset 
management” - although 
here too Travelers managers 


appear to be in the stronger 
position. 

Thomas W. Jones of Trav- 
elers is to bead asset man- 
agement. Peter Carman, 
recruited last year from Put- 
nam Investments to build 
Citicorp’s fiud management 
business, will report to him 
as chief investment officer. 
This is the area where ana- 
lysts believe there could be 
the greatest potential for 
cost cuts. 

Global corporate and 
investor banking will be 
headed jointly by three exec- 
utives: Mr Dimon, Deryck 
Maughan, former chief exec- 
utive of Salomon Brothers, 
which was acquired by Trav- 
elers late last year, and Vic- 
tor Menezes, chief financial 


officer of Citicorp. Mr 
Menezes, seen as one of the 
most likely successors to Mr 
Reed, will take the addi- 
tional title of president of 
Citibank. 

Dennis Martin and Robert 
McCormack, top executives 
for Citicorp's powerful 
emerging markets and global 
relationship banking fran- 
chises will report directly to 
Mr Menezes, suggesting that 
at least initially the Citibank 
and Salomon Smith Barney 
global operations are to be 
kept separate. 

The opposite approach has 
been taken on the consumer 
side of the business, where 
the attempt to sell Travelers’ 
broad range of products 
through Citibank's global 


network will be critical 
to generating extra reve- 
nues. William Campbell of 
Citicorp and Robert Lipp of 
Travelers will be co-chief 
executives. 

Mr Campbell will take 
responsibility for “global 
consumer strategy”. No cur- 
rent senior Travelers execu- 
tives will be directly answer- 
able to him. Mr Lipp, a 
former senior executive at 
Chemical Banking, will take 
responsibility for the US. In 
addition to Travelers’ vast 
US consumer businesses, 
this will also give him con- 
trol of Citibank's credit-card 
business, its mortgage ser- 
vices and its “Citibanlting” 
branch network - appar- 
ently a broader power base. 


Apple Computer expects boost from iMac 


By Louise Kahoe 
In San Raadseo 

■ ■ ■■■■■■» ■ ■■■■■■■■ > ■■■■■■■■ ■ ■ ■Ml "I 

Apple Computer is 
persuading investors to 
“think different* About fl w 
long-troubled US personal 
compeer company. 

Apple's shares hit a 
12-month high of $30ft on 
Wednesday and remained 
above 130 in early trading 
yesterday, following the 
company's introduction this 
week of a new tine of con- 
sumer PGs with a radical 
design and aggressively low 
price. 

“We believe we have an 
Incredibly great shot at 
coming back in the con- 
sumer market,” said Steve 
Jobs,- Apple interim chief 
executive. “We’re going to 
try to take custnmera away 
from the other guys, but 
we’re also going after the 
installed base [of Macintosh 
users}.” 

Apple’s sales have dwin- 
dled over the past two years 
amid rnnm™ over the com- 
pany's future and manage- 
ment upheaval However, 


the advent of the iMac and a 
new range of powerful note- 
book PCs could help turn 
Apple’s 'fortunes around, 
analysts said. 

Tim Bajarin, president of 
Creative Strategies, said 
iMac was the. first Apple 
product in many years that 
would grab theattention of 
consumers. ~ 

The iMac, scheduled to go 
an sale in August, is sure to 
be noticed. The all-in-one 
unit, combining -the monitor 
and computer, is almost con- 
ical in shape. The case is a 
translucent blue and grey. 
Bven the keyboard keys are 
translucent and the rounded 
mouse lights up when In 


It looks like it’s from 
another planet - a good 
planet,” Mr Jobe enthused. 
In a re-enactment of the 
launch of the original Macin- 
tosh in 1984, Mr Jobs drew a 
draped cloth off the iMac 
which displayed the wards: 
“Hello (again)”. The original 
Macintosh said simply: 
“HeDo”. 

However, Mr Jobs must 


'also turn back the clock an 
Apple’s sales performance, 
reversing the decline of the 
past two years. 

The iMac could give Apple 
a boost in the consumer sec- 
tor, where It has been losing 
market share to less expen- 
sive Windows PCs. At $1299, 
tie iMac will compete with 
Windows PCs that are sold 
without a monitor for about 
$1,000. 

Yet the iMac lacks some of 
the features of other PCs. 
Although Apple will pro- 
mote the new computer as 
an “internet age” machine, it 
contains a slower modem 
than most competitors’ prod- 
ucts. The lack of a floppy 
disk drive, typically used to 
make back-up copies of files, 
may also worry some PC 
buyers. 

Moreover, showmanship 
and a $50m advertising cam- 
paign may not boost Apple’s 
profit margins. Consumer 
PCs carry very thin profit 
margins and Apple most 
also increase its sales 
to businesses if it is to 
succeed. 
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Interim chief executive S te ve Jobs hopes the ‘aD-in-one* IMac unit wfl help restore Apple’s fortunes 


Addressing this, Mr Jobs 
also introduced a new line of 
notebook computers, which 
be claimed were the fastest 
available. Adopting the 
“build to order” approach. 
Apple will offer customers a 


range of options including 
screen size and microproces- 
sor speed. 

With the IMac, the new 
notebook computers and a 
range of desktop computers 
for business users 


introduced in November. 
Apple had three cornerstone 
products, Mr Jobs said. Next 
year, the company would 
introduce a hand-held 
computer for consumers, he 
said. 
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NE WS DIGEST Reshuffle 

BIOTECHNOLOGY Phllm 

Jury clears Biogen chief falls into 


BIOTECHNOLOGY 
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of misleading investors 

Biogen has been absolved from ettegaUons that James 
Vincent, chairman of the US biotechnology company, made 
misleading comments about the Wood- thinning agent Hfrulog. 
A federal jury decided this week that Ms comments about the 
ckug at an analysts’ meeting in 1904 were not intended to • 
deceive shareholders. Mr Vtocent had said results from trials 
of die t rea tment looked “very good*. 

A few months later, the company announced It was con- 
cerned about serious side-effects from the ckug and was Bc- 
ensing R out to another biotechnology company. Medicines 
Ca Biogen was forced to take a $25m charge against earn- 
ings related to the drug. The day after the announcement, the 
company’s share price dropped IS per cent 
Lawyers claiming to represent 3,000 shareholders alleged 
that Mr Vincent was trying to protect the group’s marled value 
by conceding information about the side effects. Jn a dess- 
action suit, they sought $88m In damages. Btogen argued 
Hirutog's trials were Indeed encouraging, and that ft had sim- 
ply decided to focus on other products. 

Biotechnology group®, which are plagued by shareholder 
suits, were encouraged by the decision. “A company can be 
wiped out over a fsw overty-optfrrfstic words," said Dave 
SctmiJckBi, legal counsel for the Biotechnology Indusfry 
Organisation, a trade group. The industry had hoped that a 
new law that protects forward-looking statements by c hief 
executives would discourage shareholder sdte, but the tegm- 
fation seems to have made little difference. 

Victoria Griffith, Boston 


FIBRE-OPTIC CABLES 


Algar, NKF form joint venture 

Blazes Algar group and NKF of the Netherlands are to term a 
joint venture to produce fibre-optic cables in Sraza/ ln reacft- 
nees for an expected surge frj demand fbffowing privatisation 
of the public network later thb year. 

The Joint venture, called ANK, will absorb Initial investments 
of about $15m in a factory to be built near Alger's optical 
fibre factory to Sfio Pauto stete. Capacity te expected to reach 
10,000km of cable a year by the end of 1990, and turnover fa 
protected at SSOm a year by the thW year of operation. _• 
Capital In the new company wfll be shared equally between 
the partners, although Algar wffl hold 51 per cent of voting 
stock and 48 per cent of preferential stock. - 

Demand tor fibre-optic cable In Brazil fa dose to zero as the 
network concentrates on as forthcoming privatisation, due to 
take Place from July. Performance targets far the new owners 
include increasing the number c# fixed lines from 16,8m today 
to 25m by the end at next year and 33m by 2002. 

Jo&6 Mauro Laal Costa a director at Algar, saxt ^Weore 
going through a hiatus, but the fixed cable network will dotty 

bie or title In size to tha next few yearn. 
gnnpfNNftNri demand for telephone sarvtoss." ANKalmad to 
capture about 20 per cent of the market tor fibre optic cables, 
contending for market leadership with Pireffl and Fumkawa, 

the two btanest cable manufacturers In Bnefl. . - 

wSToptteal fibre eubskHwy . wfiL compete with other 

manufacturers In Brad to supply ANK 
tha Brazilian factory. ANK wffl produce cables ktMCFs facto- 
ries In Finland, Germany and the 

fibres. ANK said h would compete In a8 sectors of the Brazil- 

toi marks* and introduce new products. - 
Aioar Is one of BrazA's biggest private conglomer ates, with 
Interests as diverse as telephony, agriculture and pubfehlng.^ 
Enoeset. a subsidiary, is SratiTs biggest installer of commuil- 

Tumnsw last yofir was $856m- 
«4Kte NKF* ** activity In Brazfi and foikswa tevaatmente 

to m. CMlbbwn «nd CMS, I™ **"*” >» ' 

communicate* aid «W. nw*. 

«Mim Ks cable business is based on NK, formerly Nowa 

raVAa. bought after the Finnish group decided to^oncarrtrate • 
on its core activity ceflufar telephony. 

Jonathan Wheatteft Sfe Pauio 
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the red 


By Scott Morrison in Toronto 

Philip Services, the 
Canadian recycling anti 
waste services group, yester- 
day reported an unexpected 
first-quarter kiss, and shuf- 
fled management in an 
attempt to restore confi- 
dence in the c ompany, a f ar- 
mer stock mar k et fa vou rit e. 

Philip said continuing dif- 
ficulties in its copper recycl- 
ing business and delays in 
cost-cutting measures con- 
tributed to a quarterly net 
loss of US$565,000. Analysts 
had expected Philip to post 
earning s of 15 cents a Share, 
against first-quarter net 
earnings last year of 
US$6.4m, or 9 cents a share. 

The company said Felix 
Pardo, chief operating offi- 
cer, would take over as chief 
executive, while Allen Fra- 
cassi would step aside to 
become executive vice-chair- 
man. Mr Fracassl said the 
changes would help thp mm- 
panydigert acquisitions. 

Philip had been a fa v o urite 
among investors since 1968, 
as it" began a steady stream 
of acquisitions to grow into 
one of the largest waste- 
management groups in 
-North America, with 1997 
revenues of more than 
0S$L75bn. 

But prospects began to 
unravel last year when 
Philip - made a friendly 
US$ 1 . Sbn hid for Safety- 
Kleen, a US oil-recycling 
company. Philip was 
involved in a testy takeover 
battle with Canada’s Laid- 
law group whan Mr Fracas- 
si’s company revealed that 
unusual speculative trading 
practices had led- it to show 
a shortfall in copper Inven- 
tory,- contributing to a 

US$95J3m loss in 1997. 

It was the first in a series 
of revisions to Philip's finan- 
cial statements dating back 
to 1396. Many analysts have 
expressed concerns about 
the company’s health, and 
groups of shareholders are 
i seeking class-action status 
for lawsuits alleging the 
! company misrepresented its 
financial petition 
j. The revelations were. seen 
to have prompted Safety- 
Kteen shareholders to nyect 
Philip's offer, despite a 
strong recommendation from 
Bafety-KJeen's board. Fur- 
ther damage was caused by 
a ’press report stating Phil- j 
ip’s ' .management had 
. stretched accounting rules. 

- Tha company’* Share 
price, which peaked at 
C$2790 last. September, was 
down CSLTSIn midday trad' 
.tag: yesterday to C$9.05. 
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The Westdeutsche ImmobiiienBank was formed to unite 
the diversified services of the real estate industry in order 
to enable our diems to meet the challenges of the future. 
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Korean groups unveil revamp plans 


By Jobn Burton to Seoul 

Some of South Korea's 
largest conglomerates yes- 
terday unveiled restructur- 
ing plans in response to gov- 
ernment pressure to reduce 
large debts that were a cause 
of the nation's financial cri- 
sis last winter. 

But analysts said the plans 
by the Hyundai, LG and SK 
groups, which followed those 
offered by Samsung on 
Wednesday, were vague and 
unrealistic and were 
designed to appease the gov- 
ernment, which has critic- 


ised the conglomerates, or 
chaebol, for their failure to 
reduce their sprawling 
industrial empires. 

The plans come before 
Kim Dae-jung, the Korean 
president, is scheduled to 
hold a televised “town meet- 
ing” on Sunday to head off 
possible labour unrest 
among workers claiming 
that the chaebols’ family 
owners are not maVing' eco- 
nomic sacrifices while at 
least l.5m people are losing 
their jobs. 

The chaebol offered similar 
plans in February, when 


they were first criticised by 
the new administration, but 
little action has been taken 
on the earlier proposals. 

The bead of the financial 
supervisory commission yes- 
terday warned that the gov- 
ernment was prepared to 
stop propping up marginal 
businesses through emer- 
gency bank loans, which 
would trigger a wave of cor- 
porate bankruptcies. 

The three big chaebol 
renewed promises to focus 
on a few core businesses and 
sell assets totalling $17.4bn 
by the end of 1999 to meet a 


government target that 
would reduce their debt to 
two times equity. 

Hyundai, the biggest chae- 
bol said it would dispose of 
nine subsidiaries and raise 
£L5bn from foreign investors 
through asset sales, joint 
ventures and bond issues 
that would reduce its net 
debt to equity ratio from 572 
per cent at the end of 1997 to 
228 per cent in 1999. 

The group plans to concen- 
trate on five main industries 
including construction, cars, 
electronics, petrochemicals 
and pwawraai services. 


It has identified nine busi- 
nesses considered uncompet- 
itive, including Hyundai 
Marine and Fire Insurance, 
the Keum Kang Develop- 
ment property company and 
car parts maker Korea 

Flange. 

Hyundai Electronics, 
which lost Wonl84bn 
(Sl34m) last year after a 
slump in computer chip 
prices, has already sold its 
US-based non-memory chip 
unit for $75Sm and has 
offered to sell its stake 
in the Globalstar satellite 
project to Loral, the US 


group that is leading the 

consortium, for $21 Om. 

LG Group said it would 
raise S6.5bn through asset 
sales to cut its debt-equity 
ratio from 343 per cent and 
concentrate on chemicals, 
electronics, finance and 
retail. LG will offer foreign 
investors stakes in its tele- 
coms, power generation and 
industrial electronics units. 

SK Group said it hoped to 
raise $2.4bn through invest- 
ments by foreigners as it 
concentrates on chemicals, 
telecoms, construction and 
financial services. 
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NAB optimistic as recovery sets in 


By Gwen Robinson to Sydney 

National Australia Bank 
yesterday reported a 3.4 per 
cent increase in second-quar- 
ter earnings and said it was 
back on track for higher full- 
year profits. But the bank 
warned further fall-out from 
the Asian economic crisis 
had prompted it to raise bad- 
debt provisions. 

After-tax profit in the 
three months to March came 
to A*576m (US$368m). 3.4 per 
cent above the previous year 
and 8.1 per cent above the 
first quarter. The poor first 
quarter, however, dragged 
down half-year net profit 
before one-off items by 2.6 
per cent, to AJl.lbn. 

The result was in line with 
analysts' expectations and 
drove NAB shares up 27 
cents to AS22JB0 on the Aus- 
tralian Stock Exchange. 

"We remain optimistic 
about the quality of our full- 
year results and oar ability 
to sustain growth.” said Don 
Aigus, NAB managing direc- 
tor. 

But continuing economic 
problems in Asia, where 
NAB carries a A$16.5bn 
exposure, prompted the bank 
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Moody’s 
cuts 
ratings 
on PNB 

By Justin Marazz) ia Manila 
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to raise its cover for bad 
debts to $268m at the half- 
year mark from $105m a year 
earlier. 

In the first quarter, NAB's 
provisioning jumped to 
5120m from $39m. Japan 
accounts for more than half 
of NAB’s total exposure, 
with the bulk in money mar- 
ket operations, followed by 
Hong Kong, Singapore and 
South Korea. 

Banking analysts said 
NAB's second-quarter 
results backed up their pre- 


dictions of higher earnings 
in the full year to Septem- 
ber, with forecasts ranging 
from A$2.27bn to A$2.33bn, a 
rise of 2 .3 to 4.95 per cent 

NAB's group net interest 
income rose 6.7 per cent to 
A$2.77bn in the half-year, 
although margins in the 
domestic market remained 
under pressure. 

Non-interest income rose 
24 per cent to A$2bn, helped 
by the acquisition last Octo- 
ber or HomeSide, a US-based 
mortgage company. Mr 


Argus said trading condi- 
tions in all markets would 
remain highly competitive 
and continue to be affected 
by sluggish growth in Asia. 

“The uncertainty created 
by Asia will impact on other 
major economies as well as 
continuing to depress imme- 
diate prospects in our 
region.'' he said. “There is 
no doubt the coining months 
will be challenging.” 

NAB’s European business 
registered the biggest 
increase in interim profit, up 


1933 M 


14.4 per cent to AS246m in 
the six months. NAB owns 
Yorkshire Bank. Clydesdale 
Bank and Northern B ank in 
the UK. and the National 
Irish Bank in Ireland. 

In Australia and New Zea- 
land, operations suffered a 
fall in profit because of 
higher expenses and reduced 
margins. Australian profits 
fell 28 per cent to A$520m 
and New Zealand earnings 
fell 14.2 per cent to AS97m. 
In the US, earnings fell 
A$lm to A$74m. 


el opens $ 198 m 


China 


Intel of the US yesterday 
opened its first manufactur- 
ing plant in China, a $198m 
facility producing flash- 
memory chips for use in 
mobile telephones, personal 
computers and digital cam- 
eras. writes James Harding 
in Shanghai. 

The opening of the factory 
in Shanghai follows the 
announcement earlier this 
week that Intel, the world's 
largest chipmaker. would 
establish a new applied 
research centre in Beijing. 

The company expects to 
invest about $50m over the 
next five years on research 
into information technology 


to suit Chinese-language PC 
users. 

Mr Grove said yesterday 
that the official opening of a 
facility to provide Dash 
memory for customers 
worldwide was “an impor- 
tant milestone in Intel's his- 
tory in China”. 

Intel established its first 
representative office in 
China in 1985 and has since 
opened offices in most of the 
country’s big cities. 

The company also has a 
software laboratory in 
Shanghai, which works with 
local software companies to 
develop applications using 
Intel products. 


News Corp shares fall 
despite surge in profit 
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By Gwen Robinson 
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Shares in News Corp, Rupert 
Murdoch's media empire, fen 
17 cents to AS10.63 on the 
Australian Stock Exchange 
yesterday following the 
group's announcement of a 
24 per cent surge in third- 
quarter net profit. 

News Corp said net profit 
jumped 24 per cent to 
A$409m (US$258m) in the 
three months to March, 
largely thanks to the success 
of Titanic, which took a 
record box-office total of 
US$L66bn worldwide. 

News Corp's net profit 
before abnormal losses for 
the quarter jumped 28 per 
cent to A3481m. well above 
analysts' forecasts of about 
A$440DL 

The abnormal losses of 
A$72m stemmed from costs 
related to Mr Murdoch's 
involvement in the now- 
defunct Super League rugby 
league competition in Aus- 
tralia. and early retirement 
of public debt 

The losses were partially 
offset by the sale of a stake 


in Australia's Seven Net- 
work, cine of four commer- 
cial broadcasters. 

There were also losses 
related to News Corp's 
involvement in television 
start-up projects around the 
world. The group’s Asian 
Star TV, for example, is 
expected to post losses of 
about USflOOm in the year 
to June. 

Profits at News Corp’s US 
television stations were flat, 
and improved earnings at 
Pox Broadcasting Company 
and Fox Television Station 
group were offset by losses 
at Fox News Channel 

For the full year, most 
analysts have upgraded their 
forecasts to about A$1.75bn 
from about A$ 1.68b n. But 
there was widespread doubt 
about whether News C-orp 
could sustain the perfor- 
mance. “We saw those 
doubts reflected in News 
Corp's share market move- 
ments," said one media ana- 
lyst in Sydney. 

“There have been a few 
one-off losses that have been 
shielded by the one-off 
extras in this result I would 


say there might be a couple 
of small upgrades on the 
back of this, but nothing dra- 
matic.” said Greg Matthews, 
head of equities at Mac- 
quarie Investment Manage- 
ment 

In the UK, operating 
income rose only marginally 
despite the UK’s strong eco- 
nomic environment, edging 
up 5 per cent to ASl44m. 
Earnings from UK newspa- 
pers were sluggish, damped 
by a fall in circulation of 
The Sun. the group's flag- 
ship tabloid, and higher 
printing and editorial costs. 

Australian newspaper rev- 
enues were also fiat, and 
earnings from News C-orp's 
50 per cent-owned airline. 
Ansett Australia, weakened 
during the quarter. The 
group's overall Australasian 
operating income in the 
quarter rose to A$I2m from 
A$9m. 

Analysts said Mr Mur- 
doch’s newspaper price war 
launched last month in Mel- 
bourne. with the price of the 
The Australian cut to 40 
cents from A$1.20. could 
boost frill-year profits. 


The Philippine banking 
index yesterday tumbled 2.6 
per cent following news that 
Moody's, the credit rating 
agency, had downgraded its 
ratings on Philippine 
National Bank, the country's 
second largest. 

Moody's lowered its 
long-term foreign currency 
debt-rating for PNB from 
Bal to Ba2 and the bank's 
financial strength rating 
from D to E+. Two other 
h anks were also down- 
graded, although neither 
was among the leading 
financial institutions. 

Shares in PNB, which is 45 
per cent state-owned, shed 1 
peso to close at 78.5 pesos 
yesterday, while shares in 
Metro bank, a top-tier com- 
mercial bank, plunged 15 
pesos to 287.5 pesos. 

PNB is regarded by ana- 
lysts as the weakest local 
bank, with the highest expo- 
sure to the property sector 
and the highest levels of dol- 
lar loans, or its property 
exposure, 76 per cent of 
loans are to developers. 

It is also considered the 
most undercapitalised 
domestic bank. PNB said its 
capital adequacy ratio for 
1997 was 12.4 per cent, but 
Ismael Pili. analyst at Indo- 
suez W. I. Carr, estimated 
tbe ratio at 10.3 per cent. 
Faced with increasing non- 
performing loans - brought 
on by the deteriorating econ- 
omy - the bank says it is 
considering raising capital 
through a $200m convertible 
bond in the third quarter. 

The b ank also said It was 
restructuring 2.5 per cent of 
its loans. Mr Pili said 
restructuring of a 4.8bn 
pesos ($121m> loan to RJ 
Ventures, a property devel- 
oper. a 4bn pesos loan to 
debt-ridden National Steel, 
and a I.5bn loan to Evergo- 
resco, tbe retailer, meant a 
more realistic figure was 
over 7 per cent 

“I don't see any good pros- 
pects for PNB in the immedi- 
ate future," said an analyst 
at a foreign brokerage. “The 
first problem is asset quality 
and the second is the sort of 
people r unnin g the bank. 
There is a strong civil ser- 
vant mentality dating back 
to tbe government's involve- 
ment that does not bode well 
for the next two to three 
years.” 


Softbank in shake-up 
to aid transparency 

Softbank, the acquisitive Japanese computer software and 
publishing group, yesterday unveiled a big restructuring to 
meet criticisms that the company's reporting and ownership 
structure were insufficiently transparent. 

The group, which owns substantial stakes »n Yahoo!, the 
internal search engine, and Ziff-Davis, the computer magazine 
publisher, also announced full-year results- Consolidated net 
profits tor the year to March rose 13 per cent to YlOJbn 
(S78m) on sales up 42 per cent at Y513.3bn, thanks to acqui- 
sitions. 

Softbank, led by Masayoshi Son, one of Japan's most high- 
profile businessmen, said MAG, a holding company that owns 
a substantial stake in Softbank, would be absorbed into the 
company. One share In MAC, which is controlled by Mr Son, 
would be exchanged for 24,314 shares in Softbank. MAC has 
been used to absorb currency risk after Softbank borrowed in 
yen to make US acquisitions that provided dollar revenue 
streams. MAC also held some of the loss-making businesses 
in those acquisitions to help boost Softbank's profitability. 

Mr Son the move was made in response to criticism 
that MAC'S relationship to Softbank was unclear. 

At the parent company level, Softbank posted net profits up 
30 per cent at Y13.7bn, on sales up just 4 per cent at 
Y205bn. But the company warned that parent sales would be 
static at Y205bn this year, and that net profits would fall to 
Y7bn. Earnings per share would drop from Y133.8 to Y68.35. 

However, the company also said it planned to change its 
articles of association so it could buy back up to 10m shares 
tor a total value up to Y60bn. The group intended to raise its 
dividend from Y20 In the last fiscal year to Y40 in the current 
12 months. 

The group has also moved to assuage concerns about the 
large debts amassed dunng its acquisition spree. It said it had 
received Y152.42bn from the partial flotation of Ziff-Davis in 
New York in April. In the past six weeks Softbank had bought 
back Yl3.6bn of its own bonds with the intention of cancel- 
ling them and it might use the proceeds of the Ziff-Davis 
acquisition to buy more. Paul Abrahams, Tokyo 


construction machinery 
Growth continues at Komatsu 

Komatsu, the Japanese construction machinery maker, saw 
group net profit and sales rise tor the fourth consecutive year 
in 1997, the group said yesterday. 

However, the rise highlighted a sharp discrepancy in 
demand that is echoed across much of the country's industry. 
Exports outside Asia surged last year, but domestic demand 
fell sharply, Komatsu said. Meanwhile, overseas sales to Asia 
also suffered as a result of the region's recent turmoil. 

The company said net profits rose G per cent to Y19.24bn 
(5145ml during the year. Sales edged up 0.5 per cent to 
Y1,104bn, with overseas sales climbing 21 per cent to 
Y498.18bn, while domestic sales fell 12 per cent to 
Y605.90bn. 

Sales in the construction and mining equipment division 
rose 0.7 per cent to Y721.88bn, as sales in North America, 
Europe, Latin America and the Middle East grew thanks to the 
weak currency over the past year. 

In electronics, sales rose 15 per cent to Y104.27bn, partly 
because of robust sales of silicon wafers, and factory-auto- 
mation panel computers. 

Sales in the industrial machinery division rose 6.8 per cent 
to Y51.23bn, after favorable sales in North America, with 
demand tor modular transfer presses showing strong growth. 

in the civil engineering and construction division, sales fell 
4.9 per cent to Y94.89 bn. reflecting the sluggish domestic 
economy which hurt public spending and investment in pri- 
vate-sector housing. 

Komatsu's shares closed yesterday at Y175 before the 
announcement, compared with a peak this year of Y249 on 
February 19. GiHian Tett, Tokyo 


CINEMA 

Hoyts in German link-up 

Hoyts Cinemas, the Australian cinema operator, has formed a 
joint venture with the Theile/Kinopolts cinema group to 
develop 30 multiplex cinemas m Germany. Hoyts, which will 
invest A541m (US$26m) into the venture, said Germany 'pro- 
vides a platform for the group's further pan-European expan- 
sion". 

The group already operates more than 1 ,400 screens in 
Australia. New Zealand, North and South America and is also 
looking at Italy. Spain and Poland to increase its presence in 
Europe. Hoyts said the average cinema attendance in Ger- 
many was just 1 .7 times a year, compared with five times a 
year In the US. 

“Europe is totally underdeveloped tor multiplexes. There is 
still a huge potential out there,” said Raymond Smith, manag- 
ing director. ETizabeth Robinson 


Comments and press releases about international 
companies coverage can be sent by e-mail to 
intematk>nal.companies&fLGom 


Fast-food group blows a 
McBubble in slow economy 

McDonald’s Japan is posting record profits, but may be 
threatened by currency problems, writes Bethan Hutton 
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A s corporate Japan sinks 
further Into gloom, nos- 
talgia for the “bubble 
era” of the late 1980s 
abounds. For one company, 
however, the golden era may 
be happening now. 
McDonald's Japan, the 50-50 
joint venture between 
McDonald's of the US and 
Fujita of Japan, has been 
reporting record profits and 
expanding fester than ever. 

“Our difficult years were 
the bubble era.” says Akira 
Tanaka, deputy president of 
McDonald's Japan. In 1985, 
the company had just 534 
stores in Japan and wanted 
to open mare, but was held 
back by escalating property 
prices and construction 
costs. “We tried very hard to 
to find good locations in 
town centres, but it was a 
seller’s market as far as real 
estate was concerned." 

But although such prob- 
lems slowed growth, they 
also deterred McDonald's 
from excesses, which means 
its business is in a much 
healthier state now. “Unlike 
a lot of other companies 
that bought a lot of land 


during that era, we didn't 
buy anything and didn’t 
diversify - we just speci- 
alised in hamburgers,” says 

Mr Tanaka . 

Now costs have dropped 
considerably, the chain can 
afford to expand aggres- 
sively. Last month 
McDonald's opened its 
2,500th store in Japan, and 
about 450 more are planned 
this year. Openings have 
actually speeded up as the 
economy has slowed. 

During the bubble, con- 
struction costs averaged 
Y2Q0m for a new out- 

let. The current figure is 
about half that, with 
McDonald's now opting for 
simpler interiors and smaller 
stores. 

These days it is also much 
easier to negotiate good 
property deals. In feet, devel- 
opers often approach the 
company with requests to 
open a McDonald's restau- 
rant in new shopping or lei- 
sure complexes. There are 
also new strategies, such as 
teaming up with oil compa- 
nies to open McDonald’s out- 
lets at petrol stations. 




So Ear, McDonald's Japan 
has not been suffering the 
same problems which have 
plagued its US parent. 
Unlike the US, where 
McDonald’s customers have 
been defecting to competi- 
tors who cook burgers to 
order, McDonald's Japan 
seems to have got tbe reci- 
pes right for its market The 
two best-selling menu items 
are unique to Japan - the 
Teriyaki McBurger, intro- 
duced in 1989, and the 
Chicken Tatsuta, developed 
in 1992. Both are flavoured 
with say sauce to appeal to 
Japanese tastes. 

A nother difference is that 
while in the US about 80 
per cent of stores are 
franchises and 20 per cent 
are directly owned and run, 
in Japan the proportion is 
reversed. As a result the 
ambitious expansion plans Of 
McDonald's in Japan meet 
less opposition from fran- 
chisees worried about new 
stores poaching their cus- 
tomers. 

However, other factors 
mean the golden glow of the 



GoJdsn aches: McDonald's last month opened its 2£00th store in Japan 


Asfttey Ashwoo 


arches may dim a little in 
the near future. Last year’s 
sales and pre-tax profits set 
new records, at Y333.?bn, an 
increase of 12 per cent and 
Y23.1bn, also up 12 per cent 
However, same-store sales 
fell about 2-3 per cent 

Mr Tanaka says 
McDonald's strategy now Is 
to increase share and pene- 
tration, but, as the market 
becomes more saturated, 
achieving that becomes 
harder. 

Moreover, much of 
McDonald’s success in Japan 
may be attributed to the 
“value-centred” strategy it 


1 


adopted In 1994. with ultra- 
low prices keeping custom- 
ers coming even during diffi- 
cult economic times. 
McDonald’s has been helped 
in this by the relative 
strength of the yen over the 
past few years. Most raw 
materials are imported - 
beef from Australia, potatoes 
from the US - so currency 
strength has enabled it to 
keep prices low. 

However, many of the cur- 
rent pries were set in 1995. 
when the yen was at an 
all-time high. Now that the 
yen is approaching its weak- 
est level against the dollar 


\ 


since 1992. McDonald's may 
find it difficult to keep prices 
stable by further cost further 
or putting up with wafer- 
thin margins. 

“Out business is more 
less trying to keep a balance 
between the unit price per 
customer and the number of 
customers," said Mr Ta naka- 
“As Tar as sales and profits 
are concerned, considering 
the market conditions. I 
think we are doing pretty 
welL" But if the yen contin- 
ues to weaken as consumer 
spending is stagnating, die 
current McBubble may to 66 
its buoyancy. 
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Sanlam splits off asset management 


By Victor Maflet 

h Johannesburg 

„... 

Sanlam, the South African 
life assurer to be demutu- 
alised this year, is ftflTiriiwg 
its substantial asset manage- 
ment business to its associ- 
ate company Genbel Securi- 
ties (Gensec), in a deal 
expected to be worth about 
R7hn ($i.4bn). 

The move is part of a drive 
to simplify its structure and 
suggests the rationahsation 
of South Africa's financial 


services industry is likely to 
continue apace - in spite of 
this week's failure by 
Standard Bank and Liberty 
Life to agree on the 
establishment of a common 
bolding company. 

Sanlam said the transac- 
tion would allow it to con- 
centrate on financial ser- 
vices, while Gensec will 
become the group's asset 
management and investment 

hanking 1 arm 

Gensec, which previously 
had only R6bn of assets 


under management, will also 
run S anlam 'c Rl84bn of life 
assurance funds, unit trusts, 
pr operties, and assets man- 
aged for outside clients. 

The details of the new 
structure have not been fina- 
lised, but Gensec said It 
would probably issue 06m 
shares to Sanlam, taking 
Sanlam 's stake from 43.4 per 
cent to 66.3 per cent- 

Yesterdav Gensec shares 
closed 50 cents lower at R76, 
valuing the proposed deal at 
more than R7bn. 


“I believe that S anlam has 
got so much baggage in the 
various parts of its business, 
and it’s so difficult to revital- 
ise from within,” said Clive 
Cook, insurance analyst at 
BOE Securities in Johannes- 
burg. “Perhaps the idea was 
to put it all with some sharp 
operators." 

Johan van Reenen, Gensec 
executive director, said there 
would now be a chance to 
offer “exciting new prod- 
ucts” to both institutional 
and retail investors. 


Sanlam. for example, had 
hitherto managed a large 
share of South African 
savings but only a small pro- 
portion of the country's unit 
trusts, he said. 

Gensec executives also 
said the deal would help 
them internationalise their 
business. 

Anton Botha, Gensec chief 
executive, said Sanlam Asset 
Management’s London-based 
European operations would 
“provide a launch pad for 
international expansion”. Mr 


Botha will join the Sanlam 
executive committee- 

Sanlam also announced it 
would be restructuring into 
a holding organisation with 
four autonomous businesses: 
Sa nlam individual Markets, 
comprising life assurance 
and other personal matters: 
Business and Institutional 
Markets; Gensec. including 
Sanlam Asset Management 
and Sanlam Properties; and 
S anlam Health. 

Some jobs would be lost. 
Sanlam said. 


* Yuksi 


dismisses Belgium agog as Baron Frere pulls the strings 


fears over 

Sibneft 

merger 

By Cbrystia Freeland n Moscow 
and Robert Condne hi London 


Yuksi, the new Russian 
group touted as the world's 
largest oil company when it 
was created in a merger ear- 
lier this year, risks unravell- 
ing, according to some dis- 
gruntled executives. 

However, Y uksi officials 
have denial the deal is at 
risk, insisting it will be fin- 
alised by the June 30 dead- 
line set by Yukos and Sib- 
neft, the two Russian oil 
companies coming together 
to form the new behemoth. 

“The deal will not fall 
apart," said Vasily Shakh- 
novksy, deputy chairman of 
Yuksi. Another Yuksi offi- 
cial said rumours that the 
merger was on the verge of 
collapse were being spread 
by some executives within 
the group eager to sabotage 
the deal. 

The tensions yesterday 
prompted United Financial 
Group, a Moscow-based bro- 
kerage, to issue a report 
describing “strong rumours 
in the Moscow market sug- 
gesting that the Yuksi 
merger is in big trouble”. 

Martin Diggie, a director 
at Brunswick Warburg, 
another Moscow brokerage, 
said: “We have heard from 
sources within the company 
that the merger is off, 
although there is no official 
statement.” 

Stephen O'Sullivan, 
cohead of research at United 
Financial Group, said the 
tensions were related to Sib- 
neft ’s view that it should get 
more than the 40 per cent 
share of the merged com- 
pany which it has been 
alioted. 

Whether or not it is com- 
pleted, the merge r, which 
has brought together some 
of Russia's most powerful 
magnates, is off to a rocky 
start 

Two weeks ago Elf Aqui- 
taine. the French oil com- 
pany which has agreed to 
buy a 5 per cent stake in 
Yuksi, was told the deal had 
collapsed and that its 
planned share purchase was 
off 

Elf was on the verge of 
announcing the change 
when, a week later, it was 
told that the merger was 
bade on track. 

This week, some disaf- 
fected executives from Sib- 
neft resurrected talk about 
Yuksi’s I mmin ent demise, 
telling Moscow brokers the 
merger was about to col- 
lapse. Managers from Sib- 
neft, which would take a 
back seat to Yukos, are also 
believed to have left Yukos 
offices and returned to their 
former headquarters. 

Elf executives appear con- 
fident that the French group 
will nevertheless secure a 
strategic foothold in the Rus- 
sian oil industry. It would do 
this by substituting the 5 per 
cent stake in Yuksi it cur- 
rently plans to buy for SS2 8rp 
for a 12 per cent stake in 

Sibneft 


Recent moves by one of Europe’s most powerful tycoons have set markets buzzing, writes Neil Buckley 


B ehind the flurries of 
activity redrawing the 
corporate map of Bel- 
gium. one figure constantly 
lurks: Baron Albert Fr&re. 

The publicity-shy financier 
this week allowed Royale 
Beige. Belgium’s second- 
biggest insurer, to come 
under, French control when 
he agreed to end a joint con- 
trol agreement and sell his 
stakes to Axa-UAP, the 
French insurer. Six months 
ago. he unlocked the door to 
a takeover of Banque Brux- 
elles Lambert, Belgium's 
third-biggest bank, by ING of 
the Netherlands, by agreeing 
to sell the 37 per cent be 
controlled. 

Speculation in Brussels 
suggests Mr Frdre's next 
move may be to sell his 228 
pa* cent stake in Fetrofina, 
the Belgian oil company - 
possibly to Elf of France - 
and use the proceeds to 
increase his 11.5 per cent 
stake in Suez Lyonnalse des 
Eaux, the French utilities 
group. 

His position as Suez-Lyon- 
naise’s biggest shareholder 
links him to another highly 
sensitive corporate restruct- 
uring in Belgium: Suez's 
planned move to increase its 
stake in Sod£t§ Gdnfirale de 
Belgique, the counfry's big- 
gest holding company, from 
64 per cent to 100 per cent 
Mr Fr&re’s ubiquity dem- 
onstrates both the scope of 
his interests - from oil and 
utilities to banking and the 
media - and his influence. 
The iron-merchant's son 
from Charleroi may be one 
of Europe's lowest-profile 
tycoons, but he Is one of the 
most powerful. 


At the heart of his com- 
plex web of businesses is a 
“cascade” of holding compa- 
nies, each with a controlling 
stake in tbe next level. 
Alongside the headlinegrab- 
bing sales in recent months, 
several other moves have 
been made to simplify the 
structure, setting the market 
humming with speculation 
about Mr Fn&re’s plans. 

Last month. Frtre Bour- 
geois, the famil y holding at 
the top of the cascade, 
bought 31.7 per cent of Fibel- 
par. an unlisted holding two 
steps down, from minority 
shareholders for BFrl2bn 
($329m). taking Frere Bour- 
geois's total stake to 89 per 
cent. That move came 
shortly after the merger of 
ImetaL an industrial group, 
with Parfinance, a French 
holding company - both sub- 
sidiaries of Groupe Bruxelles 
Lamb ert, Mr Frire’s central 
quoted holding and reposi- 
tory for his Royale Beige, 
BBL and Petrofina interests. 

In January, Groupe Brux- 
elles Lambert raised its 
stake in Electrafina, the stop 
below it in the cascade, from 
54 per cent to 62 per cent 
A final element of Mr 
Fibre's deal with Axa-UAP 
this week was that he would 
buy back shares in Groupe 
Bruxelles Lambert held by 
Axa-UAP and Royale Beige, 
for about BFriSObn - a dis- 
count to the market price - 
in effect ending a long asso- 
ciation with UAP. 

Analysts suggest Mr FrSre 
could be moving towards 
removing some steps in the 
cascade completely. 

Most predict a merger of 
Fibelpar with either Erbe. 
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towards such structures. 

“Investors, especially US 
investors, are no longer 
interested in bolding compa- 
nies." said Thierry Hazev- 
oets, of BBL Venneulen 
Raemdonck. 

A third motive may be to 
maximise capital gains from 
selling assets while he can. 
Belgian holding companies 
are currently exempt from 
tax on capital gains - which 
could be threatened by Euro- 
pean Union moves towards 
tax harmonisation. 

Many analysts, moreover, 
believe Belgium's record- 
breaking stock market is on 
the verge of a correction. 
The wily Mr Fr&re may be 
selling at the top. 


PutnAn 


25.1% 


Rorate VeaUexr 


51.2% 


IHMeMflV 


119% 


H is cash pile is certainly 
growing, with a 
BFrl5.44bn gam on his 
BBL shares - and some still 
left to sell - and a BFr4.79bn 
gain on the sale of part of 
CLT-Ufa. the Luxembourg 
broadcaster, to Germany’s 
Bertelsmann last year. This 
week's Royale Beige deal 
should also net a profit, even 
after buying back shares. 

Where is tbe cash des- 
tined? Some see Mr Frere 
extending his interests in 
France by taking his stake 
higher in Suea-Lyonnaise. 

Others suggest tbe cash 
will be channelled into his 
media interests, notably 
CLT-Ufa and Canal Plus, the 
French broadcaster in which 
he has a small stake, com- 
pleting the transition from 
Fr&re the industrialist, via 
Frfcre the banker, to Frere 
the media baron. Even at 72, 
Albert Frtre is not too old to 
re-invent himself. 
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the holding above it in the 
chain, or Compagnie Nat- 
ional e k Portefeuille, a 
quoted holding below it, and 
of Groupe Bruxelles Lambert 
with Electrafina. Speculation 
over the latter was fuelled 
by confirmation from 
France's Compagnie G€n£r- 
ale des Eaux that it wanted 
to sell its 225 per cent stake 
in Electrafina. Analysts see 
Mr Frfere as the buyer. But 
what could lie behind the 
simplification? 

One motive could be a 
desire to exert more direct 


control over his assets, and 
move control upwards 
towards the family-owned 
businesses, as Mr Frere pre- 
pares to hand the empire to 
his son Gerald, chairman of 
Compagnie Nationale k Por- 
tefeuille, and his daughter 
Segol&ne, aged 21, who 
replaced her father on the 
CNP board last month. 

Another may be to remove 
the discount to net asset 
value at which many of Mr 
Fibre's holding companies 
trade - a reflection of inves- 
tors' increasing scepticism 


Investor holders Renault sees bus Hoizmann 

to get discount venture starting £apitai 

on Saab shares before year-end increase 


By Tim Bmt in Stockholm 
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Shareholders in Investor, the 
main investment vehicle of 
Sweden's Wallenberg busi- 
ness empire, are to be 
offered a 50 per cent dis- 
count on shares in Saab, the 
group’s wholly-owned aero- 
space subsidiary, ahead of 
its flotation fids summer. 

The company - which last 
week agreed to sell 35 per 
cent of Saab to British Aero- 
space for SKr&5bn ($462m) - 
said shareholders would 
receive Saab shares on a 
l-for-4 basis at a price or 
SKr45. BAe paid S£r94 a 
share for its stake. 

The UK group's decision to 
acquire a holding in Saab - 
although not outright con- 
trol - signalled a further 
step in the restructuring 
of the European defence 
industry. 

Claes DahlbSck, Investor 
chief executive, said the 
offer would include an extra 
dividend of about SKrl2 a 
share. “Based on the price to 
be paid by BAe, tbe discount 
amounts to more than 50 per 
cent,” be said. 

Under the terms of tbe 


deal, Investor shareholders 
will be offered purchase 
rights covering 44J3 per cent 
of the aircraft manufactur- 
er's share capital and 29 per 
cent of the votes. 

When the listing ia com- 
pleted later this summer. 
Investor will emerge with 
20.1 per cent of Saab's capi- 
tal and 36 per cent of the 
votes. Investor has been 
advised by Morgan Stanley 
Dean Witter and Enskilda 
Securities. 

• Ericsson, the Swedish 
telecommunications group, 
has sold a 15 per cent stake 
in Turkcell. Turkey's largest 
digital cellular operator, to 
Sonera of Finland and Cuku- 
rova, a Turkish investment 
group, writes Greg Mclvor 
in Stockholm. 

The price of the deal was 
not disclosed but analysts 
estimated tbe holding to be 
worth about SKrl.Sbn 
r$l98m)- Turkcell made oper- 
ating profits of about 
SKrfflOm last year on turn- 
over of some SKrL3bn. 

The sale lifts the stake 
held by Sonera from 34 per 
cent to 41 per cent Cuku- 
rova is to have 6 per cent 


By David Owen m Paris 




Tbe new company to be 
formed by tbe merger of 
Renault VTs and Iveco's 
coach and bos activities will 
be headquartered neither in 
France nor in Italy, a senior 
executive disclosed yester- 
day. 

Elios Pascual, the general 
manager of Renault Vi's 
bases unit who is set to be 
chief executive of the new 
entity, also indicated he 
expected the new grouping - 
unveiled earlier this week - 
to be up and running before 
the aid Of the year. 

The merger, which will 
bring together the coach and 
bus activities of Renault and 
Fiat's truck and bus units, 
should produce a company 
with annual sales of more 
than FFrfibn ($lbn) and 6,000 
employees. 

With output of 7,500 buses 
and coaches of all sizes, 
including minibuses and 
chassis, the 50-50 venture 
will be second only to Mer- 
cedes-Benz’s Evobus subsid- 
iary in Europe, with a near 
25 per cent market share. 

The comments came as 


Renault itself announced a 
strong 24 per cent advance 
from FFr47-2bn to FFr58. 6bn 
in first-quarter revenues, 
with commercial vehicles 
showing particularly rapid 
growth. 

The carmaking division 
saw revenues reach 
FFr46.6bn, up from 
FFr37.9bn, due to higher 
sales volumes as a result of 
the Megan e's strong perfor- 
mance and a string of suc- 
cessful launches. Overall 
sales of Renault cars and 
light commercial vehicles 
were ahead 17 per cent. 

Commercial vehicle reve- 
nues climbed 35 per cent 
from FFr7.1 bn to just under 
FFrioba. The company attri- 
buted this to a sharp upturn 
in billings both in Europe 
and the US. It said Renault 
VT sold 2L475 vehicles in the 
first three months of 1998, 
against 15.354 in the corre- 
sponding 1997 period. 

In spite of these figures, 
Renault shares - which have 
been buoyant in recent 
months - fell below tbe 
FFr300 mark, closing in 
Paris at FFr299.70, a fall of 
FFr6.80 or 2 J2 per cent 


CO NTRACTS & TENDERS 

announcement 

BOTAS is seeking for partners for the implementation of a 
LNG Regasitlcation Terminal Project in the Alia g afl zm ir 
region of Turkey. Tbe project shall include upstream and 
liquefaction facilities in a source country. The companies 
which have ability to supply 4 to 6 billion m 1 natural gas 
equivalent LNG in accordance with a long term contract 
hating a 20-25 yeans term starting by the year of 2002 or 
their shareholders should apply to BOTAS in die dates 
between 11-15 May 1998 to the following address: 

BOTAS Gen«I MOdariflgti 

Dogal Gaz Grup BaskanUgf 
Farabi Sokak No: 8 {06680) 
KavaWMeiWANKARA-TURKEY 

Tel: 10)312467 67 55 
(013124675640-44 

Fax: (0)3124675646 


Scitex in buy-back plan 


By An MacftSs b Jerusatem 


Scitex. the struggling Israeli 
graphic arts and digital print 
maker, yesterday launched a 
buy-back plan to revive its 
sliding share price. 

The move came after the 
group reported, that it stayed 
in the black for a fourth con- 
secutive quarter. Net Income 
for the three months to 
March totalled US$2.6m, or 6 
cents a share, excluding a 
One-off charge for an acquisi- 
tion, compared with a net 
lose of gftn in the first quar- 
ter last -year. 

Including the charge, net 
losses totalled $42nu in the 
quarter. Revenues slipped 2 
percent to SISBm. 

Tbe company attributed 


the gradual return to the 
black to improvement in its 
digital pre-print and graphic 
arts operations. Sd lex’s digi- 
tal video division, however, 
remains troubled. 

Sdtex, once the flagship of 
Israel's technology sector, 
has been restructuring to 
reverse net losses of 5178m 
in 1996. Its shares, traded on 
Nasdaq, have collapsed since 
early 1993. whan they topped 
540- They hit a low of In 
April 1997, and opened trad- 
ing yesterday at $13%- 

Under tbe hoy-back plan. 
Scitex will purchase up to 
2m shares, about 7 per cent 
of its free float, at market 
value, or after direct negotia- 
tions with shareholders. Sci- 
tex will not bay back shares 


from its three main share- 
holders - International 
Paper, of the US, which 
bolds 13 per cent, and two 
Israeli holding companies. 

"Shareholders have been 
expecting us to do this for 
some time," said Yoav Chel- 
ouche, Scitex chief execu- 
tive. He said the company 
had launched the buy-back 
scheme now because tbe 
“board seems to have more 
confidence in tbe stability of 
the turnround plan". 

Analysts welcomed tbe 
plan. “Ifs a great sign and 
shows the company is confi- 
dent they are on the right 
track," said one analyst from 
a US investment bank. 
"Hopefully they will 
execute.” 


Philipp Hoizmann, the 
German construction group, 
yesterday unveiled plans to 
inject funds into its loss- 
making businesses through 
a capital increase and a con- 
vertible bond issue. Reuters 
I reports from Frankfurt 

Hoizmann said it planned 
a DM700m ($396.7mj provi- 
sion, to be settled from 
reserves, to buoy its troubled 
property projects. 

Business developments in 
tbe first few months of 1998 
meant the group wanted to 
end problems in its property 
operations, the company 
said. 

In spite of last year's oper- 
ating loss of between 
DM240mand DM250m. Holz- 
mann said it was looking for- 
ward to a positive operating 
result in 1998, based on a 
“pleasing” n umb er of orders 
in hand as well as earnings 
that could result from 
restructuring. 

Hoizmann said it p lann ed 
a capital increase of DMTOQm 
through a convertible bond 
and by raising cash, ta kin g 
advantage of DM30m of 
authorised capital. The 
terms of the bond had not 
yet been decided, it said. 

However, the company 
said Deutsche Bank and 10 
other creditors in Germany 
had pledged their support for 
both the capital increase and 
bond issue. 

A German shareholder 
lobby group said in March it | 
would vote against Holz- 
m arm’s management and 
supervisory board at tbe 
group's next annual meet- 
ing, scheduled for August 
but likely to be delayed. 

Announcing 1997 results in 
February, Hoizmann said its 
troubled property divisions 
and loss-making French and 
Thai units had dragged oper- 
ating profit into the red. 

It said then it would shed 
the businesses and cut 4.100 
jobs in order to return to 
profitability in I9S6. 

German construction com- 
panies have been plagued by 
years of declining invest- 
ment following the post- 
reunification building boom. 
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Capital markets help 
lift Deutsche Bank 39% 

Deutsche Bank, Germany's biggest, raised net profits by 39 
per cent to DM89 im (5505m) in the first quarter but said It 
was premature to expect this performance to be continued 
over the whole year. 

The bank, which has embarked on a DM2. 5 bn restructuring 
programme involving nearly 9,000 job losses, benefited from 
the favourable development of International capital markets, 
said Roif Breuer, chairman. Pre-tax profits rose 40 per cent to 
□Ml. 81 bn. The pre-tax return on equity was 22.8 per cent 
against 17.2 per cent in the first quarter of 1997. 

Commission profits, reflecting buoyant securities and 
investment fund business, rose by 19.5 per cent to 
DM2. 36 bn, with trading profits on the bank's own account up 
2B per cent to DM1 -28bn. Net interest income was 5 per cent 
higher at DM2.9bn: after a 24 per cent decline in loan loss 
provisions to DM207m, interest income was 8 per cent higher 
at DM2.7bn. 

Earnings per share rose from DM1 _26 to DM1 .68. Costs 
rose by 14 per cent to DM4.9bn, mostly because of perfor- 
mance- retated remuneration in investment banking. However, 
taking normal operating costs only, the cost/income ratio was 
72.5 per cent, below the 75.8 per cent average for last year. 
Andrew Fisher, Frankfurt 
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Groupe Flo IPO oversubscribed 

Groupe Flo, the French restaurant chain, has successfully 
completed rts initial public offering, with the retail tranche 122 
times subscribed - a record for an IPO on the Second Market 
in Paris. 

Because of the high demand, the company has carried out 
a clawback of 86,679 shares, bringing the retail offering to 
216,739 shares in total. The institutional offering consisted of 
just over 650.000 shares. The price for both parts was set at 
FFr185 a share. 

The flotation gives investors the chance to buy a piece of 
French culinary landmarks such as the La Coupole brasserie 
in Montparnasse, as well as the garish Hippopotamus chain. 
Jean -Paul Bucher, chairman and chief executive, said the 
IPO's success would facilitate the financing of the group’s 
future growth, “notably through acquisitions in France and 
abroad”. David Owen, Paris 


HOTELS 

Accor in US sale-leaseback 

Accor, the French hotels group, said it had sold $4 50m of 
US-based Motel 6 properties to a group of US investors as 
part of a previously announced sale-leaseback programme. 

Accor announced the FFr9bn ($1.5bn) sale-leaseback pro- 
gramme last year, including some $1bn of Motel 6 properties 
over a two-year period. It has already sold FFr1.1 bn worth of 
properties in Europe and $3 50m in Motel 6 properties. 

“Today Accor has signed the sale of a new tranche of 
S450m to American investors, bringing the total value of sales 
of Motel 6 properties to $800m, or around FFr4.9bn, since the 
start of the programme," Accor said. "Overall, two thirds of 
the announced sale programme has been achieved," it said. 
Reuters, Paris 


Comments and press releases about int e rna tio nal 
companies coverage can be sent by e-mail to 
international, companies&t com 


To the shareholders of 
m Great Nordic Ltd. 


The Annual General Meeting of the Company will be 
held on Monday 25 May 1998 at 3.30 p.m. at the 
Falkoner Center. Falkoner All 6 9 r DK-2000 Frederiksberg, 
to transact the following business: 

a) Report on the Company's activities 

b) Presentation of the annual accounts for approval 
and discharge of the 8oard of Directors and the 
Executive Management from their obligations 

c) Resolution for the distribution of the net profit for 
the year, including the declaration of a dividend on 
the shares of the Company 

d) Board resolution to authorise the Board of Directors 
to transfer DICK 597,875,454 from the Company's 
share premium fund to free reserves (other reserves) 

e) Resolution that the Board be entitled to acquire 
up to 10 per cent of own shares 

0 Election of Board members 

g) Appointment of two auditors for the current 
financial year. 

From Friday 15 May 1998 the agenda and the full and 
complete resolutions to be proposed at the Annual 
General Meeting, as well as the Annual Accounts and 
consolidated accounts, including the Auditors 1 Report 
and the Report of the Directors, will be available for in- 
spection by the shareholders at the Company 1 * registered 
office. Kongens Nytorv 26, third floor, 1016 Copenhagen K, 
Denmark, and at the Company* offices in Great Britain, 
Great Nordic House, 204 Godstone Road, Caterham, 
Surrey and at SG Hambros Bank Ltd., 41 Tower Hill, 
London. Not later than eight days prior to the Annual 
General Meeting, the above material will also be sent to 
every shareholder on the Company's register of members 
at such addresses as the shareholders have supplied to 
the Company. 

Admission cards to the Annual General Meeting will un- 
til five days prior to the Meeting, be available on request 
from the Company's office from Monday to Friday be- 
tween thehours of TO am and 4 p.m. to any shareholder 
who can prove a good title to his shares. The ownership 
of shares issued to bearer shall be proved by the presen- 
tation of an original statement of account of the share- 
holder's holding of Company shares, dated 13 May 1998 
and issued by the shareholder's account-holding bank. 

Any right to vote shall be conditional upon the voting 
share being registered in the name of the shareholder 
and entered in the Company's register of members and 
upon the shareholder being entitled to attend the meet- 
ing pursuant to the above-mentioned provisions. Where 
the shareholder has acquired shares by way of transfer, 
the share shall furthermore have been registered in the 
name of the shareholder by the date when the Annual 
General Meeting is convened, or the shareholder shall 
have submitted notification and documentary proof of 
his title to such shares at the time of the notice conven- 
ing the Annual General Meeting. 

Copenhagen, 5 May 1998 

The Board of Diream 
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ROLLS-ROYCE DEAL STRUCK IN SECRET IN WINSTON CHURCHILL LOUNGE AT NORTHOLT AERODROME 

a ■ H » , 

Agreement sealed as VW drops earlier demands 









By Andrew Edgecfflfe- Johnson 


The agreement to sell 
Rolls-Royce Motor Cars, the 
world-renowned UK luxury 
carmaker, to Volkswagen, 
one-time manufacturer of 
Germany's “people’s car" 
was struck yesterday after- 
noon in the aptly British sur- 
roundings of the Winston 
Churchill lounge at Northoit 
aerodrome, 

Ferdinand Pi&ch, chief 
executive of Volkswagen, 
flew in his company’s pri- 
vate jet to the small airstrip 
in west London, which is 
often used by heads of state 
and members of the Royal 
family. The VW board had 
already met to agree the 
broad thrust of his proposal 
yesterday morning. 

Andrew John, Vickers' 
commercial director, arrived 
by car just as Mr Pi6ch came 
in to land. Sir Colin Chan- 
dler, his chairman, was for 
once absent from the talks, 
as he was out of the country. 
Paul Buysse, six days into 
his new job as chief execu- 
tive of the British engineer, 
was likewise abroad, having 
chosen to play no part in the 


tangled final stages of the 
sale negotiations. 

Yesterday afternoon's deal 
was the culmination of sev- 
eral months' -work, however, 
in- which the balance of 
power swung first from 
Volkswagen to BMW - the 
German carmaker that had 
earlier agreed to buy 
Rolls-Royce for £340m - and 
then back again. 

Analysts were taken aback 
that Volks w ag e n appeared to 
have wrested Rolls-Royce 
from the grip of its German 
rival, as many had assumed 
Vickers had locked itself 
into a deal with BMW, and 
the management of Rolls- 
Royce was said to prefer 
BMW to the makers of “the 
people's car", the VW Beetle. 

Vickers portrayed the deal 
as the culmination of a care- 
ful tactical ploy, aimed at 
extracting the highest possi- 
ble offer from VW by using 
the initial deal with rival 
BMW as a bargaining chip. 
“This has been our poker 
game, it said." 

Christopher Fisher of Laz- 
ards, Vickers’ advisers, said: 
“I think the Vickers hoard 
have come out of this pretty 



Ferdfrrand PiScfi of VW: flew ft Berrxf Pischetsrtecfer of BMW 


well. We have managed to 
get another £90m for share- 
holders without ever patting 
at risk the £340m we had on 
the table already." 

Poker game or not, Vick- 
ers has succeeded in raising 
VWs price from an initial 
£3i0m offer (which included 
Vickers' steel pressings busi- 
ness, valued by analysts at 
about £15m) to E430 ul Those 


terms left it outbid in the 
first round, and left it out in 
the cold when Vickers gave 
BMW a one-month period of 
exclusivity. 

When that period ended 
late last month, VW wasted 
no time in calling Vickers' 
advisers with new terms. 
These were not as generous 
as yesterday's price, hut 
were sufficient to get Sir 


Sir OaOn Chandler abroad 

Colin and his negotiators 
back to the table. 

The speed with which 
yesterday's agreement was 
signed owed much to the 
fact that Volkswagen 
decided to drop a number of 
its earlier demands. Most 
importantly, it decided effec- 
tively to step into the shoes 
of BMW, adopting the frame- 
work of the deal its rival had 


agreed with Vickers last 
month. 

Another of the factors that 
helped to unlock the deal 
was VWs sudden willing- 
ness to bear the risk that 
Rolls-Royce - the aero- 
engine manufacturer - 
might refose to transfer the 
right to use the Rolls-Royce 
marque. 

Early in their discussions. 
VW said it would only sign a 
deal that was conditional 
upon consent from the 
aero-engine group tD transfer 
the marque. However, last 
week, after conversations 
with the »»ro-<»ngine maker, 
VW accepted that such an 
approach was unrealistic 
and agreed to bear the risk, 

BMW, which already owns 
UK car maker Rover Group, 
was informed that Its offer 
had been trumped moments 
before the deal ' was 
announced to the stock 
exchange late yesterday 
afternoon. The company, 
headed by Berad Pischets- 
rieder, has said in the past 
that it will not increase its 
bid beyond £340m. but 
nobody in the Volkswagen 
camp is hanking on that 
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Nuts and bolts may mean cold comfort and Cosworth 


Jonathan Ford looks at the implications of the' Volkswagen takeover for Rolls-Royce engine suppliers 


T he deal announced yes- 
terday between Vickers 
and Volkswagen will go 
at least some way towards 
assuaging the wounded 
national pride of British car 
enthusiasts infuriated by the 
sale of Rolls-Royce to a Ger- 
man company. 

In Its agreement with 
Vickers, VW said its prefer- 
ence would be for Rolls- 
Royce's engines to be sup- 
plied by a UK-based manu- 
facturer. 

“Clearly it is not a hireling 


commitment, but companies 
of VWs calibre do not make 
public statements like that 
without meaning them," said 
Christopher Fisher at Lazard 
Brothers, which advised 
Vickers on the deaL 

For those smarting at 
Rolls-Royce's decision prior 
to the auction to seek 
engines from BMW for its 
four-door model, this may 
provide some - if cold - 
comfort 

VW will need to think fast 
about its choice of engine 


supplier because BMW 
warned during the auction 
that it would terminate its 
agreement to supply engines 
if Rolls-Royce were sold to 
another bidder. 

Under the terms of the 
agreement, the Bavarian 
company has to give 12 
months' notice of its inten- 
tion to terminate. 

In its early talks with 
Vickers, VW expressed inter- 
est in buying certain parts of 
its Cosworth engineering 
subsidiary, which still man- 


fact ures engines for Rolls- 
Royce's two-door models. 

Should the deal go ahead, 
both sides expect to restart 
those conversations. Vick- 
ers' alternative is to sell the 
whole of Cosworth to Ford, 
one of its biggest customers. 
VW is thought to have indi- 
cated it would offer up to 
£40m for the Cosworth units 
it wishes to buy. 

Otherwise there is little to 
distinguish VWs offer from 
that of its rival - apart from 
the £90m price gap. Both 


companies have pledged to 
increase production, broaden 
the range of models, recruit 
more workers and keep 
design and manufacturing at 
the Crewe factory. 

However, VW has indi- 
cated it would invest more 
money in the business than 
its rival - £l.5bn against 
BMWs promises of £lbn. 

The production increases 
that VW plans are consider- 
able. In the long term, it 
intends to crank production 
up to about 10,000 cars a 


year - five times the 1,900 
cars the company sold last 
year. However, It has not 
made it clear exactly how 
this might be achieved. 

Until the keys to Crewe 
are safely in its hands, VW 
is reluctant to expand upon 
Its plans. It claims that the 
company will be treated no 
differently than its other 
marques - Audi, Skoda and 
Seat Rolls-Royce employees 
in Crewe will have to wait 
until June to find out 
exactly what that means. 
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By George Graham, 

Banking EdOor 

Royal Bank of Scotland will 
take supermarket banking to 
new extremes next week 
when it books a profit in 
excess of £100m (S166m) on 
the flotation Of a Sp anish 
supermarket company. 

The h ank and its Spanish 
partner. Banco Santander, 
own around 48 per cent of 
Superdiplo, which is expec- 
ted to be valued at dose to 
£670m when it starts trading 
on the Madrid stock 
exchange next week. 
Charterhouse, the UK ven- 
ture capital and investment 
banking group, also owns 48 
per cent. 

Last year it set up a new 
joint venture to sell financial 


services in partnership with 
the UK's Tesco retail super- 
market chain. 

The unexpected Spanish 
gam came on top of strong 
first half results and helped 
to lift RBS’s shares 54Vip to 
98Sp while most other bank 
stocks languished. The Scot- 
tish bank reported pre-tax 
profits of £448m in the six 
months to March 31. 

RBS’s strong profits per- 
formance, substantially in 
excess of analysts' forecasts, 
stemmed largely from its 
core UK hanking operations 
and from Citizens Financial, 
its US banking operation. 
Interest margins widened as 
the bank was able to raise 
its lending rates faster than 
deposit rates when base 
rates were increased. 
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Sterling's slide against the 

D-Mark this week from wnwasage 

DM2.96 to DM2.90 has caused 
the bombed-out engineering 
sector to show twitches of 
life.. Some stocks have 
jumped by 5 per cent or 
more, while over the post 
three months the sector has 
outperformed the market by 
14 per cent, admittedly from 
a depressed base. 

But is the re-rating a s s umin g 
more than the currency mar- 
kets can deliver? In the case 
of the mid-size engineering 
stocks, which produce 
mainly in the UK and far 
which sterling strength is 
both a translation and a transactional hit, the answer is iff 
probably yes. After all, DM220 (8L59) is still Car from com- 
fortable, and a bounce In the short term cannot be dis- 
counted. A bad set of inflation numbers, or a delay in raising 
German interest rates, could yet bolster sterling, 

StiUL engineers that also produce abroad, such as Grebe, U 
and BRA, should be able to hang on to their new found 
gains. Of course, all will benefit if over the medium term the 
sterling trend is downward, as expected. UK interest rates 
appear to have peaked while those in Germany look set to 
edge higher. But if the pound falls too sharply, an interest 
rate cut may be put on hold. That, combined with possibly 
increased sterling volatility, could dent the improved out- 
look. 



Market abuse 

Giving the Financial Services Authority and the Stock 
Exchange powers to impose fines for rule breaking will fill a 
great gap in the UK regulators' armour. The onerous stan- 
dard of proof required to launch a criminal prosec u tion, for 
insider dealing or market manipulation has meant that only 
the most blatant cases have been pursued. Wrongdoing is 
not like that It comes in all shapes and sizes, and so calls “ 
for a range of penalties. So Car the sanctions available 
between a ticking-off and jail have been rather limited. 

There is, of course, a nanny state concern that extending 
regulators' powers will lead to a rash of petty accusations 
and arbitrary fines. So long as the appeals tribunal Is inde- 
pendent in every respect, there should be little incentive - 
and an adequate remedy - for misguided hyperactivity. But 
it is important that the new market code is fully debated 
and accepted by participants. Hie aim should, be to deter 
corrupt practices, not bother honest practitioners. 

Danka signals 
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By Sussiraa Voyle 


Danka Business Systems, 
the office equipment sup- 
plier, is on track to complete 
the troubled integration of 
its ¥684m acquisition of 
Kodak’s distribution busi- 
ness this year. 

Mark Vaughan-Lee, chair- 
man, said one year of a two- 
year integration process had 
been completed. The service 
and sales side of the busi- 
ness had been tackled. Now 
Danka had to look at admin- 
istration and information 
technology systems. 


The group bought the 
Kodak division in September 


1996, saying the deal would 
treble its sales and lead to 
cost savings of $l00m a year. 
However, plans to integrate 
the acquisition slowly were 
stepped up after customer 
complaints. Danka was 
obliged to issue a profits 
wanting in December, trig- 


gering a 57 per cent slide in 
its shar es, to 510p. 

The shares yesterday 
closed unchanged at SITHp. 

Announcing a 4 per cent 
rise in annual pre-tax pro fi ts 
to £77.9m ($130m) before 
exceptional charges of £&7m 
for redundancy costs, Mr 
Vaughan : Lee said .Dqpjm 
hdcl been hit by the strength 
of sterling. At constant 
exchange rates, pre-tax prof- 
its would have been £2.7m 
higher. 

Turnover for the year to 
March 31 rose 54 per cent lo 
£2bn. while operating profit 
increased from - £96.6ni to 
£11 7m. The final dividend' of 
l.5t3p helps lift the total 20 
per cent to 3.12p and is pay- 
able firom pre-exceptionaJ 
earnings per share of 243p 
(26.1p). 

With analysts forecasting 
1999 pre-tax profits of £100m, 
the company is on a prospec- 
tive multiple of 10.7. 
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CONTRACTS & TENDERS 


The Ministry of Industry and Trade and the Ministry of Finance 
in co-operation with the National Property Fund 

pursuant to the resolution ot the Government ot the Czech Republic No 190 of Mandi 18. 1998 

declare a public competition 


for the selection advisors for the completion 
distribution joint stock companies and eight 

JihoteskA plyn&renskd a-s. 

Jihomoiavskd ptyrtirenskd ajs. 

Praiskd ptyndrenska as. 

Severofieskd pfyndranskd a s 
Severomoravskfi plyndrenskd a.s. 

Stfedofces Kk ptynArenskA a.s 

Vycftodcttestt pfyndrensk£ a s. 

Zftpadoteskft plyrtirenskd a.s. 

The task of the advisors will consist specifically in 

providing the stale administration and the National 

Property Fund of the Czech Republic with support 

and cooperation in the following spheres: 

3 assessment of the connections and global rela- 
tions when selecting strategic partners in a bro- 
ader context of the terms related to the energy 
market operation 

□ proposals of optimal procedures when organi- 
sing public companions lor strategic partners 
of individual distinction companies, and of 
a further process ot the privatisation 

□ co-operation when preparing information me- 
moranda of individual privatised companies 

□ recommendations ot the procedures aimed at 
the determination of the most advantageous 
prices 

□ organisation and support of the privatisation by 
way ol pubic competitions 

□ proposals of the method of evaluating received 
offers and a detailed proposal lor those interes- 
ted in the participation In a public competition 

□ co-operation when assessing received offers 


me 


Legal andphysJcal persons eligible for legal acts 
participate in the public competition, 
ted terms lor the advisors’ function perfor- 
mance are as follows: 

□ expenance and references from the privatisati- 
on processes of corresponding orientation, 
objectives and scope 

□ experience m the support of the state adnmst- 
ratton when privatising the energy sector 

□ experience In the sphere ot privatisation under 
the conditions of me economies passing 
through transformation 
capacity to draft global expertises 
a large knowledge of the international energy 
sector 

knowledge of the Ewopean Union conditions 
and the p rattans of incorporating new mem* 
bers from the energy sector view 
i™wiedg© of the investment community the 


□ 

□ 


of the privatisation, of eight regional electrical 
regional gas distribution joint stock companies 

JftoCeskd energetika ps. 
jihomoravskd energetika a.s. 

PraiskA energetika a.s 
SeveroCeskfi energetika a s 
Severomoravskd energetika a.s. 
Stfedodeskd eneigetickck a*s. 
VychodoCeskA energetika a.s. 

ZApa dofieskti energetika a . 5 . 

interest of which in the privatisation of the given 
type of a company is expected 

□ a posstoHtty 10 have the necessary number ot 
employees available m a given time limit and at 
a reputed place 

□ a lack ot a direct material or another Interest 
of the advisor in the companies in 
question, inducting a controlled or him con- 
trolling person 

The public competition will take place in two rounds, 
a narrower arete of oteglUe candidates being 
selected for the seoond round on the basis of the 
evaluation of offers submitted in the first round. 
Schedule and terms of this public competition are 
avatiable at the following address: 

The National Properly Fund 
Rail novo ndbfeti 42. 128 00 Praha 2 
room No 108 (1st floor), Mr. Ivan Cuker 
on 7.5. - 20. 5. 1398 from 9.00 to 1200 
phone No: +420 Z 2*99f 242 

The participants wfl deliver their proposals for this 
public competition m t ha Czech language in person 
n the National Property Fund. Ratifnovo ntibfeH 42. 
Praha 2 room No. 37 (nor to the registry or mall 
room) on May 21 and 22. i99B r from 09.00 to 1200 
ratueively, where they win get the recapt of the 
damnation advertisers on the acceptance -A person 
entrusted to defiver the proposal for this pubic com- 
petition shall present a valid peroonal identity card. 
The declaration advertisers wH announce the 
resiits of the first round of the pubbe competi t ion 
by tetter addressed to respective participants not 
later than on 1 . 6 . t 995. information on the 
second round of the put tic competition wfl be 
delivered at the same time to toe participants who 
pass to toe second round of the competition. 

The competition advertisers reserve for themsel- 
ves the right: 

3 to reject all proposals submitted to this pubic 
competition, 

a to cancer this pubfic competition. 
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IN THE HIGH COURT OF HONGKONG 
THE SPECIAL ADMZFOSTRATITE REGION 
COMPANIES WINDING-UP MX Xt OP «f« 

& 

OS THE GRAND COURT OF THE CAYMAN BLANDS CAUSE NOuU OF 199S 


IN THE MATTER OP THE COMPANIES ORDINANCE (Haa 
A THE COMPANIES LAW 1 19*5 RwUbd) IN THE CAYMAN ISLANDS 

A 

IN THE MATTER OP PEREGRINE DERIVATIVES L1MITCD (IN LIQUIDATION) 
NOTICE TO CREDITORS OF THE FIRST MEETING 
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Up nw both. Prados to bo wed u to Tueexmft uwt be lodged wUh k oat beer tom 
5 o'clock r> the afternoon. 8* June 1948. 

Droed du 8* dfty of [Ubp 1*98 

Dwid R Hague 

John and Seven! PnMkMol 1 

Pengjioe fixed Income Limbed 

Ha Lpeh lkff) 

cfo 22/F, Prinoe ■ BuMu Cctoni 
Hons Bans 


Investors flock to offer of 
Thomson Travel flotation 


By Scheherazade 
Pan csh M in , Ldsm 
Industries CtvnBspondsnt 


LEGAL NOTICES 




IN THE HIGH COURT OF HONG KONG 
11IE SPECIAL ADMINISTRATIVE REGION 
COMPANIES WINDING-UP NO. 32 OF I99ff 

KN THE MATTER OF THE COMPANIES ORDINANCE iCapt 32) 

W' THE MATTER OF POtEGRlNE FIXED INCOME LIMITED ON UQUIDATIONl 

NOTICE TO CREDITORS OFTHE FIRST MEETING 


NOTICE IS HEREBY GIVEN dug the Fbi meeti ng of bq die nadfr will 

be be w mi Meeting Room 301. Lrot 3 fFtaaie 2),Tbc Hoag Kong CffnvenikMi octi 
EriMon Gem. 1 Hwbow RonL Wnetei. Haag Kong on Thnadtv. It* hmc I99S M 

2 o’dhdc-in Ihe a ft ern o on. 
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befifl potted (ndaf lo ill hw e coed ion. Should you m rtwo ih cac m due mne, 
Sdnacmact our office on aAxraxfskj line u doaikd bekwk 

To emnle you la mb as dio iii ee tu i g your proof tarn be lodged with m w bw dm 
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22? Root Prince's BuUang, CoicraL Hong Kaog. 

yw wfafa to *flic by fmy. _ 
but nei both. Arauka to bo used at die 
5 o'clock m die afientaJentV” June 1996. 
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nod return one of die Doom of pro xy , 
most bo lodged wfah we on bner toan 


DbvUR Hagoe 
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The flotation of the 
Thomson Travel 1 Group has 
been heavily oversubscribed 
by private investors. 

The books were closed yes- 
terday to retail investors 
after a flurry of last minute 
applications. The package 
holiday company is now 
expected to be valued at 
between £1.65bn and £L7hn 
when it is floated on Mon- 
day. 

Mare than 700,000 private 
Investors, many attracted by 
perks, which include a dis- 
count of ID per cent on 
Thomson holidays, are 
believed to have registered 
for the shares. 

The offer to private inves- 
tors closed at noon yester- 


day. SBC Warburg Dillon 
Read, which is conducting 
the book-building exercise - 
in which the selling price is 
arrived at by assessing 
investors' bids - closes the 
offer to institutional inves- 
tors today at 5pm. 

Some institutional inves- 
tors said they had been told 
yesterday they would have 
to subscribe at the top end of 
the 140p to lTDp price range 
set two weeks ago, to have a 
chance of buying. 

The price and allocations 
will be announced on Mon- 1 
day. Analysts said they 
expected the offer to be 
priced at between I65p and 
170p. 

Thomson Travel Group is 
being floated in its entirety 
by Thomson Corporation, 
the Canadian publishing 
company. It is the largest 


UK stock market flotation 
this year. The company bas 
made sales presents hoes to 
potential investors in the US 
and Europe but UK investors 
are expected to form- the 
backbone of the ownership. 

The Thomson family, 
which owns just under 70 
per cent of the corporation, 
intends to acquire up* to 20 
per cent of the shares. Pri- 
vate investors have been 
given a 10 per cent slice. 

Some of the share shops 
appointed to handle the 
applications have struggled 
to keep up with demand- 
Thomson said that some pri- 
vate investors had n°t 
received their application 
forms, despite registering 
early. 'Technically, we don’t 
have to help them but they 
will be looked after,’' said a 
spokesman for Thomson. 
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Emerson wins test-case battle 
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By Andrew Edgedrffe-Jofetsm 

Institutional investors in Astec 
(BSB), the manufacturer of 
power convertor equipment, 
have lost ther High Court 
battle against E m erson 
Electric of the US, its 51.1 per 
cent shareholder, which they 
had accused of acting in a 
way “unfairly prejudical” to 
other investors. 

The unprecedented attempt 
by a group of minority 
shareholders to mount a legal 
challenge to the behaviour of 
a majority shareholder had 
been seen as a test case for 
minority shareholders. The 
judgment came as a shock to 
many Institutional 
shareholders. 

Emerson’s dispute with the 


1 


minority shareholders dates 
from January, when ft moated 
an offer for those shares it did 
not already own, at no 
premium to the 111p price at 
which the shares were trading 
at the time, and adso 
threatened to cease dividend 
payments. 

Bectra Fleming, Norwich 
Union and Equitable Ufa 
Assurance had brought a 
petition under Section 459 of 
the Companies Act (1985), 
which deals with unfair 
prejudice. 

But lt was struck out 
yesterday by Mr Justice 
Jonathan Parker on the 
grounds that the petition was 
misconceived and 
unsustainable, had no basis in 
law and was an abuse of the 


process of the court Emerson 
called the judgment *a . 
complete vindication” of fts 
behaviour and said the court 
rejected as ” unsustainable’ ® 
allegations of bad faith on Its 
part. 

‘ The institutions which had 
accused Emerson of 
“buSying" tactics, wiB now 
have to pay the US group’s 
costs, on the “indemnity” / 
basis which tends to be mw® 
generous to the recipient. 

George W. Tamke, 
president and chief oper^fc^ 
officer of Emerson, said: 'TW 
outcome fully vindicates 
Emerson’s position that wft 
acted with complete propriety 

at ail times in relation to Astec 

and our controlling interest 
Astec." 
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EQUITIES 


Europe dips across the board 


Ieurqpean overview 




By Martin Didcson, 

financial Editor 



Trans -Europe an equity 
indices fall yesterday- on 
interest rate concerns. ~ over- 
night losses in Asia and* 
early weakness on Wall 
Street 

The decline was broadly 
based, though automobile 
stocks rose for the second 
day on confirmation from 
Daimler-Benz and Chrysler 
that they intended to merge. 

The FTSE Eurotop 300 
index, which tracks 300 of 
the region’s largest stocks, 
closed down 17.06 at 1207.75, 
while the Eurotop 100 index 
dosed at 2773.29, down 40.02. 

The FTSE Ebloc 100 index, 
which tracks companies 
from monetary union “in" 
countries, fell 13.84 to 989J3&. 

In the currency markets, 
the D-Mark gained strongly 
against non-euro “in." cur- 
rencies, notably sterling, the 
dollar and yen, but was 
steady against other Emu 
founder states. 

Bond markets across 
Europe dosed broadly lower, 
with UK gilts particularly 


heavily hit. German bonds, 
Hkely to form tbe euro zona 
benchmark across much of 
the yield ' curve, ended 
mixed, with some modest 
rises at the short end and a 
dip at the long. The yield on 
the 10-year stood around 5.01 
to late trading; against 499 
the previous night. 

Bond and equity markets 
ware also nervous of 
today's important US eco- 
nomic statistics, the figures 
for April nan-farm payrolls. - 

The Eurotop 3M automo- 
bile group rose 034 per cent 
on speculation of further 
industry consolidation. 
Daimler-Benz led with a rise 
of Ecu 3-4 to Ecu 101.61, 
while Deutsche Bank, with a 
large stake in Daimler, was 
up Ecu 0J3 at Ecu 76.05. 

Volkswagen gained Ecu 3j6 
to Ecu 735.62, though the 
market closed before news 
came that it had beaten rival 
BMW in the takeover battle 
for Rolls-Royce Motor Cars. 

Volvo of Sweden's B 
shares rose Ecu 0.1 to Ecu 
2838. It said it bad no plans 
far its car division to . 
part in global restructuring 
but was interested 'in 
restructuring its trucks and 


commercial . vehicle 
operations. 

Renault, which rose 
sharply on Wednesday, 
dipped Ecu LO to Ecu 4539 
on profit-taking, in spite of 
reporting a 24 pm- cent 
Increase in first-quarter 
sales. French rival Peugeot, 
which lagged Renault on 
Wednesday, gained Ecu 3.0 
to Ecu 171.44. Fiat shares 
rose Ecu 0.1 to Ecu 4.10. 

1 Retail hanking stocks 
declined 1.17 per cent across 
the region, though a notable 
exception was Sodfeto Gener- 
ate of Francs, which jumped 
Ecu 12.7 to Ecu 209.15 follow- 
ing a bullish presentation on 
growth prospects by man- 


agement- to shareholders on 
Wednesday, 

The ' insurance sector was 
off 2 jB 0 pear cent, with Bel- 
gian-Dutch financial services 
group Fortis down Ecu KM 
at Ecu 251.23 as bid talks 
with Gdndrale de Banque 
speared to be at a stand- 
still bo Germany, Allianz 
dipped Ecu 153 to Ecu 
279.42 

Information technology 
was the hardest hit sector, 
losing 33 per cent SAP foil 
Ecu 16.7 to Ecu 460.78, while 
Cap Gmiiini dropped Ecu 33. 
to Ecu 115J56. 

Other notably weak sec- 
tors included healthcare and 
support services. 
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Prices slip ahead of US employment data 


Good start to 

$1 lbn Texas 
Utilities loan 


government bonds 

. . .>»!•• ■■ 

By Jeremy Grant and Vincent 
Boland in London and John 


‘ > r i ; 


■MMM ..... itaatti I til IH|| ■■■■ 

Prices slipped slightly 
yesterday in listless trading, 
marking time ahead of 
today's release of US non- 
farm payroll data, which are 
expected to spar market 
activity into next week. 

European markets had 
again started weaker and 
this tread was confirmed 
when US Treasury prices 
opened lower ahead of the 
employment data. 

Last month’s figure was 
unexpectedly weak, leading 
to uncertainty over how the 
latest data would turn out 
Analysts said concern was 
centred on a possible rise in 
hourly earnings, which 
would suggest inflationary 
pressures. 


mnnsmATU w^Bmros 

By Edward Luce 

Komercni Finance, the 
borrowing arm of the par- 
tially privatised Czech bank, 
issued the first emerging 
market subordinated bond in 
a 5150m offering yesterday. 

The lo-year band steps up 
into a higher-yielding float- 
ing rate format if it is not 
called after five years. 

It is the second bond issue 
by the bank, which is the 
largest in its domestic mar- 
ket Its first was in 1996. 

An official at JJP. Morgan, 
joint lead with CSFB, said 
more subordinated issues 
were expected from east 
European h ank s as their 
governments negotiated 
membership of the European 
Union. 


WORLD BOND PRICES 


"That’s the real sting in 
the tail, because you would 
begin to see signs of infla- 
tion in the labour market," 
said Kevin Adams at Bar- 
clays Capital 
US TREASURIES weak- 
ened ahead of the release of 
the data but were off the 
day’s lows by early after- 
noon as hedge fund buying 
was reported. 

The 30-year bond slipped 7« 
to 102%. sending the yield up 
to 5.95 per cent. Shorter-term 
issues also fell The two-year 
note was down & to 100£, 
yielding 5*56 per cent, while 
the 10-year note fell & to 
9*HJ, yielding 5.68 per cent 
“I would call this a typical 
pre-employment day,” said 
David Ging. market strate- 
gist at Donaldson, Lufkin & 
Jeanette. *Tt is really about 
position-equaring and get- 
ting ready for tomorrow’s 
number." 


"Many banks are looking 
to improve their BIS [Bank 
for International Settle- 
ments] ratios." said the 
banker. 

An official at CSFB said 
about one-third of the place- 
ment went to US investors. 
many of t hem eme rgin g mar- 
ket funds. In contrast, much 
of the EU book was domi- 
nated by funds specialising 
in subordinated debL The 
five-year fixed-rate portion 
was priced to yield a spread 
of 350 basis points over Trea- 
suries. 

COUNCIL OF EUROPE 
Issued a four-year 5400m 
bond benchmarked against 
possibly the last three-year 
US Treasury. The bond, led 
by Tokyo Mitsubishi and 
Merrill Lynch, was priced to 
yield 24.5 bads points over 
the when-issued Treasury. 


Also influencing the mar- 
ket was the reaction to the 
announcement earlier in the 
week that the three-year 
note would be eliminated 
after the next sale in June as 
part of changes to the Trea- 
sury auction schedule. 

Tire labour report is the 
week’s most important eco- 
nomic release. The consen- 
sus forecast is for payroll 
employment to have risen 
270.000 in April and for 
unemployment rates to have 
fallen slightly to 4.6 per cent 

European markets con- 
tinue to be preoccupied by 
interest rate concerns. Activ- 
ity remained light in both 
the cash and futures mar- 
kets. with the latter remain- 
ing range-bound. 

“Sentiment in the medium 
term is turning, and the 
market is struggling to hold 
gains," said Graham McDev- 
itt, at Paribas. 


This week the US Trea- 
sury announced it would dis- 
continue three-year notes 
and reduce five-year volume 
owing to the improved fiscal 
situation in the US. 

The move, coupled with 
the fact that next week's 
three-year issue will be 
smaller than in previous 
auctions, has hooded the 
when-issued bond, which is 
now trading through the 
two-year maturity. 

SCOTTISH POWER 
return ed to the sterling sec- 
tor with a 25-year £250m 
offering. The bond, priced to 
yield 90 basis points over the 
2021 gilt, is one of the few 
long-dated sterling bonds to 
have hit the bond market 
recently. Most of it was swal- 
lowed by UK institutions, 
said an official at Barclays 
Capital lead manager. 


GERMA N BUNDS led the 
downward trend, and the 
yield on id-year bunds closed 
a whisker above 5 per cent 

“There's a mood braiding 
up that there will be a tight- 
ening In Germany”, in spite 
of repeated signals from the 
Bundesbank that It would 
not rush into any change in 
its interest rate stance, said 
Mark Cliffe, international 
economist at HSBC Markets. 

The June bund future set- 
tled a 18 lower at 106.65. just 
above its low point for the 
day. Turnover was moder- 
ate, with 360.000 contracts 
traded an the Deutsche Ter- 
mlnbOrse. 

Short-dated bunds had 
reached fair value status, 
having priced in the trend 
towards higher rates, Mr 
McDevitt said, but it would 
take an actual rise to push 
the short end lower. 

Investor interest was oth- 


erwise mainly focused an the 
US. and industrial produc- 
tion data had little impact 
However, employment fig- 
ures, officially due today, 
will be the first indicator of 
German economic activity in 
the second quarter. 

A weaker pound hit UK 
GILTS, which tumbled with 
sterling after the Bank of 
England's decision to leave 
interest rates unchangetL 
The decision was expected, 
and reinforced the impres- 
sion that investors have 
abandoned their love affair 
with the currency, at least 
fra- now. 

With more and more 
investors now of the view 
that rates have peaked and 
that the next move would be 
downwards, attention is 
turning to UK inflation, with 
analysts saying the Bank 
was looking more likely to 
meet its target That would 


be positive for gilts in the 
medium term. 

The June gilt fixture set- 
tied £ lower at 108%, with 
71.000 contracts traded on 
T.iffp by late afternoon. The 
spread between 10-year gilts 
and bunds widened three 
points to 96 basis points. 

Other European markets 
als o edged downwards in 
light trading, tracking bunds 
and Treasuries and also con- 
sidering comments from var- 
ious members of the newly 
appointed board of Europe's 
new central bank on what 
its stance would be an infla- 
tion and price stability. Gen- 
erally. they appeared to be 
adopting the Bundesbank's 
stance on both. 

SPANISH BONOS fell, 
despite the consensus that 
the Bank of Spain will cut 
rates again soon. The June 
future settled 0.16 lower at 
108 l 33 in moderate volumes. 


tty Stem Dairies 

Syndication for the 51 lbn 
loan to Texas Utilities to 
fond its acquisition of The 
Energy Group - the largest 
European corporate loan 
since Glaxo’s Binding of its 
WeDcome acquisition in Jan- 
uary 1995 - has got off to a 
positive start. 

With the near-withdrawal 
of Japanese banks from the 
syndicated loan market, and 
lukewarm responses to a 
number of sizeable loans this 
year, there has been signifi- 
cant focus on Texas's jumbo 
loan. 

The deal was structured 
when Texas first launched 
its counter to PaciOCorp’s 
agreed bid far Energy- But 
Texas's lead banks. Chase, 
Lehman Brothers and Mer- 
rill Lynch, have now formed 
a core underwriting group of 
around 25 banks. 

Sources at Merrill reported 
a positive response to gen- 
eral syndication among a 
wider bank group, but some 
participants suggested that, 
given current market condi- 
tions, the underwriters were 
likel y to end up with more 
than they would have 
planned. 

Bankers have been given 
plenty of comfort Texas has 
provided assurances that 
much of the loan will be 
repaid within a relatively 
short time, as it refinances 
through new equity, bond or 
loan issues. 

Also the precedents are 
supportive. The loan to fund 
the acquisition of Yorkshire 
Electricity by a US consor- 
tium last year was repaid 
within six months. 

Moreover, Texas is an 
investment grade credit, but 
is paying 125 basis points 


over Libor for the bulk of 
the drawn loan. 

This is an attractive 
spread compared with the 
$3bn acquisition financing 
for Bass earlier this year at 
22% basis points over Libor, 
or the 40 basis point spread 
on the jumbo loon to BAT 
Industries late last year. 

The high price paid by 
Texas reflects the leverage. 
The takeover vehicle will 
have a debt to capitalisation 
ratio of 65 per cent - ie, debt 
to equity of around 200 per 
cent - but this is less geared 
than the structure put for- 
ward by opposing bidder, 
PacifiCorp. And it is dear 
that gearing will come down 
rapidly. 

The Texas deal has a com- 
plex structure. There is a 
$5bn loan to Texas, of which 
$2.lba is refinancing gristing 
debt and the remainder is 
providing equity for the 
acquisition vehicle. 

There is then a £3.625hn 
facility, providing debt for 
the acquisition vehicle and 
capital for the electricity 
business. The bulk of the 
loan has a five-year tenure, 
but there is a 10-month 
tranche that is due to be 
repaid from the proceeds of 
the sale of Peabody Coal 

The deal comes at a busy 
time for the loan market, 
which is also facing the 
launch of a $2bn facility to 
fond Bacardi’s acquisition of 
Dewars and Bombay Gin 
from Diageo. 

There has been an explo- 
sion in the level of leveraged 
syndicated loans, wtth issues 
so far this year already well 
over double the level of last 
year, and some indigestion 
resulting, as demonstrated 
by the IP C, William Hill and 
HMV Media deals. 


Subordinated offering 
from Komercni Finance 


New international bond issues 
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<?u Asian crisis tries to make a comeback 


MARKETS REPORT 

By Sonofl Kuper and 
Rfcfiard Adams 
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Last year’s Asian crisis 
S&ems to have come alive 
a g ain , as riots in 
and a run of had economic 
data hit most currencies in 
the region yesterday. 

The Indonesian rupiah and 
Malaysian ringgit were 
among the worst victims. 
The rupiah fen to a three- 
month low against t he dol- 
lar. but recovered to Rp8,450/ 
650 after Bank Indonesia 
raised interest rates sharply. 
Hie currency is still 20 per 
cent down in the last two 
days. The market thinks the 
riots could unseat President 
Suharto or upset reforms 
agreed with the Interna- 
tional Monetary Fund. 

The pound fell 3 pfgs 
against the D-Mark - almost 
a daily ritual now - and lost 
1.6 cents against the dollar 
to close at DM2.903 and 
$1,646. Sterling has dropped 


POUND SPOT FORWARD AGAINST THE POUND 
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21 pfgs in 38 days to its low- 
est level of 1998, hit by the 
belief that UK rates have 
peaked and that German 
rates are due to rise soon* 
The Bank of En gland 3 nr* 
prised no one yesterday by 
leaving rates unchanged. 

The pound and dollar ral- 
lied modestly a gainst the 
D-Mark in late US trading an 
comments from two Bundes- 
bank ers. Johann -Wilhelm 
Gaddum, the bank’s de puty 
president, said the -Bundes- 
bank had no target for dol- 
lar/D-Mark. quelling talk 
that the bank wanted its cur- 
rency to rise. Hans Tiet- 
meyer, Bundesbank presi- 
dent. said interest rates 
within fop euro-zone did not 
have to start converging 
immediately. 

Profit taking hit short star- 
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ling Interest rate futures yes- 
terday. The June 2000 con- 
tract lost 8 basis points. 

■ The yen shared in the 
Asian raalaimv Tffignlra S&k- 
akibara, the legendary Japa- 
nese- finannp ministry offi- 
cial, was reported to have 
told economists at a London 
roadshow last week that the 
yen could fall towards Y150 
against the dollar if Japan's 
economy were stni deterior- 
ating by October. Mr Sakaki- 
bara added that he did not 
expect this. But to hear the 
yen’s staunchest defender 
even mention the possibility 
of Y150 shook confidence in 
the market- The yen fell Y0.3 
to Y133.0 against the dollar 
and dropped Y0.21 against 
the DMark to Y75.43. 

■ Adding to fears for Asia 
was ah article purportedly 
co-written by Yi Gang, econ- 
omist at the People’s Bank of 
China, which said China 
would come under pressure 
to devalue the yuan this 
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year. However, Mr Yi and 
the rest of official China has 
disowned the article. 

Jiang Zemin, the presi- 
dent. told Peter Job. the Ren- 
ters chief executive: “We 
stOl have enough confidence 
to say we will be able to 
main tain a stable currency.” 

Mr Jiang said the financial 
turmoil in Asia “has not had 
a profound impact on our 
export ability.’’ 


Yonghao Pu, senior econo- 
mist at the Bank of China in 
London, said there was no 
economic rationale for a Chi- 
nese devaluation. He noted 
that the country’s trade fig- 
ures for the first quarter 
showed an aimnal increase 
of 13 per cent in exports. A 
devaluation would also deter 
foreign investment in China, 
pat pressure on the Hong 
Kong dollar and oould set off 
another round of competi- 
tive devaluations in the 
region. And it may not solve 
China’s current economic 
difficulties. “China needs 
high-tec investment from 
foreign countries as the best 
way to improve competitive- 
ness.” Mr Pu said. 
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■ The market expects the 
present Asian crisis to be a 
lot less dramatic than last 
year's. Jonathan Chapman, 
regional bead of foreign 
exchange at Standard Char- 
tered in London, says there 
are no longer armies of 
investors in the region who 
need dollars, as there were 
last year. Now most foreign 
speculators , have left Asia, 
and most local companies 
have hedged against farther 
falls in their currencies. 

Mr Chapman also notes 
that many Asian nations, 
notably Korea, have swung 
into trade surplus since their 
currencies devalued last 
year. That could belp pre- 
vent new devaluations. 

“Fran a long-term point of 
view, these currencies are 
still substantially underval- 
ued." says Desmond Lach- 
man. bead of emerging mar- 
kets economic research at 
Salomon Smith Barney in 
New York. However, he adds 
that the short term is a dif- 
ferent matter. - 
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Shake-up in store for sugar industry 


Oil firmer on 




By Kimal Bon In Ca (cotta 

The Indian sugar industry 
may be facing a shake-up. 
with government restric- 
tions removed to make the 
industry more globally 
competitive. 

The country's new coali- 
tion government recognises 
that die Industry needs to be 
liberalised. It is studying a 
report by a committee that 
recommends radical changes 
to the structure and pricing 
of sugar, of which India is 
the world's largest producer. 

Om Dhanuka, of the 


Indian Sugar Mills Associa- 
tion. said it had assurances 
from S.S. Barnala. food min- 
ister, that the government 
would act quickly on the 
report 

Hie committee wants the 
government to tackle ineffi- 
ciencies but to continue to 
fix the min imum price of 
cane. Prices, however, are to 
account for the cost of pro- 
duction, adequate returns 
for growers and the sugar 
content of cane. They are 
now based on the amount of 
sugar recovered from cane. 

The committee agrees with 


1SMA that a dual-pricing sys- 
tem has caused the "greatest 
harm to the Indian sugar 
economy”. The government 
collects 40 per cent of output 
at less than cast, which is 
distributed through ration 
shops. The balance is sold at 

market prices. 

The ration shops have not 
benefited the poor, however, 
because of "large-scale leak- 
age” into the open market 

According to a World 
Bank study, leakage 
amounted to 30 per cent of 
sugar destined for public dis- 
tribution. or an annual 1.5m 


tonnes of sugar, involving 
more than Rs4bn ($iOQm). 

The committee said if the 
government stiD wanted to 
supply sugar under the pub- 
lic distribution system, it 
should be bought by tender. 

Government controls have 

also resulted in a large num- 
ber of factories with an aver- 
age capacity of only 2.150 
tonnes a day. This compares 
with nearly 11.000 tonnes a 
day for mills in Thailand. 

"The majority of 440 facto- 
ries are uneconomic and 
state governments were 
forced to take over many of 


them to protect employ, 
ment said Mr Dhanuka. 

In anticipation of the 
sweeping changes the stran- 
ger companies are expanding 
their factories and buying 
the weak units. 

“An industry-friendly pol- 
icy, which will also encour- 
age the farmers to grow 
more cane, will create the 
environment for sugar group 
mergers. This will give state 
governments an opportunity 
to withdraw from the indus- 
try. which they are keen to 
do,” said Sarvadaman Roy. 
an industry analyst 


Local producers are also 
ann oyed by unrestricted 
Imports of duty-free sugar. 
But the committee main- 
tained that imports pro- 
tected the consumer and 
improved the efficiency of 
domestic producers. 

However, it supported the 
case for customs and coun- 
tervailing duties on imports 
because these would create a 
level playing field. 

Mr Sbishir Bajaj, president 
of ISMA. said price liberalis- 
ation would enable India to 
export between 2m kg and 
3m kg of sugar a year. 


production 
cut hopes 
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By Robert Cocdne, Kenneth 
Gooding and Gary Mead 




Western Metals bids for pillar 
of Australian mining sector 

An audacious offer for Aberfoyle to form a broad- based metals 
business has to be taken seriously, writes Kenneth Gooding 


I t looks at first sight the 
most audacious hostile 
mining takeover bid for 
many years. Western Metals, 
only four years old and 
scarcely known outside its 
native Australia, is bidding 
A$270m (US$172m> for Aber- 
foyle, formed in 1926 and a 
pillar of the Australian min- 
ing establishment 
Western, which is also 
smaller than Aberfoyle, has 
already proved it should be 
taken seriously. Institutions 
owning about 15 per cent of 
Aberfoyle have so far agreed 
to accept the bid if no higher 
one comes along - and it is a 
cash offer. 

Western's young manage- 
ment team is admired for the 
way it has built up in a short 
time one of the world's big 
zinc producers. Its main 
shareholders include Colo- 
nial Mutual Life Assurance. 
Mercury Asset Management, 
NJd. Rothschild and County 
Natwest 

It will fund the offer partly 
through an issue of ordinary 
and preference shares, fully 
underwritten by the Mac- 
quarie hanlrinp group, which 


is acting as its adviser. This 
will provide A$174m - simi- 
lar to Western's present mar- 
ket value. There will also be 
about AilOOm of bank debt. 

Rod Webster, Western’s 
chief executive, says: "We 
are encouraged by the 
strong support we have 
received from a broad range 
of major institutions.” 

Western was set up by Mr 
Webster, a 44 year-old min- 
ing engineer with more than 
20 years' hands-on experi- 
ence, including lead and zinc 
mining in the Broken Hill 
region of Australia, copper 
mining in Zambia and tin 
mining in Indonesia. 

While he was BHP Miner- 
afe * base metals manager in 
1987-88 he was in charge of 
developing the Cadjebut 
zinc-lead min e in Western 
Australia. 

In 1988 he joined Homes- 
take Gold of Australia and 
shortly afterwards Homes- 
take, the US gold group, 
bought back its former Aus- 
tralian arm, closed the 
Adelaide office where Mr 
Webster was located, and 
moved him to Perth. 


"After six months in Perth 
I decided it was time to do 
something on my own 
account,” he recalls. He 
knew Cadjebut had been for 
sale for about a year and 
was to be closed because no 
buyer had come forward. 

Mr Webster wanted con- 
trol of the Leonard Shelf 
area of Western Australia 
where Cadjebut was located 
and where there were 
numerous exploration joint 
ventures. 

He approached Jerry Ellis, 
then managing director of 
BHP Minerals, part owner of 
Cadjebut. whom he had 
worked with and known 
since they were boys. “Jerry 
said: Give us a reasonable 
offer, put the finance 
together and its yours.” 

It was not quite as easy as 
that, but Mr Webster went 
ahead and raised A$20m by 
floating Western Metals and 
took control of Cadjebut in 
July 1994. Headhunters 
found him a chairman in 
Alan Cattleman, who had 
extensive experience with 
BHP in engineering, finance 
and management 
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In early 1994 Cadjebut had 
only about 18 months life 
left but since then Western 
has discovered and built two 
new mines. Goongewa and 
Kapok, to provide feed for 
the Cadjebut processing 
plant and has developed the 
stand-alone Pillars mine on 
the Leonard Shelf, which is 
scheduled to start up in July 
this year. It has also built a 
new export facility at the 
port of Derby. 


L ennard Shelf is one of 
the remotest areas in 
Australia, 500km east of 
the coastal town of Broome. 
It is so hot and humid in 
summer that exploration 
stops between November 
and ApriL 

Western has spent about 
A$200m on acquiring and 
developing the Lennard 
Shelf operations. When the 


Pfilara mine reaches full out- 
put, Western will be the 
world's seventh biggest zinc 
producer, with annual capac- 
ity of 170.000 tonnes of that 
metal, as well as 60,000 
tonnes of lead. 

Aberfoyle's main attrac- 
tion for Western is its Gun- 
powder copper project in 
north-west Queensland. Gun- 
powder produces only 8JM0 
tonnes of copper a year but 
will have completed a 
AS 125m expansion by Sep- 
tember, taking annual out- 
put to 44,000 tonnes. 

Gunpowder will be using a 
new technology that does 
away with conventional 
smelting and refining but 
produces high grade copper 
suitable for delivery on the 
London Metal Exchange. 

Aberfoyle's other mining 
asset is the Hellyer lead-zinc 
mine in Tasmania, which is 
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expected to dose in mid-2000 
but will provide useful cash- 
flow until then. 

The bid from Western has 
been rejected. Max Richards. 
Aberfoyle's chairman, main- 
tained that it was not "offer- 
ing a suitable premium”. 

Western has to convince 
Aberfoyle’s mainly institu- 
tional shareholders that a 
broader based metals busi- 
ness is more appealing than 
the pure copper "play" that 
Aberfoyle is becoming and 
that a A$460m company Is 
more likely to rise in value 
than one of A$280m. 

Many analysts say West- 
ern will have to raise its 
offer If it is to win Aberfoyle 
but Mr Webster insists the 
bid of A&85 a share, pitched 
at 25 per cent above the 
average share price of Aber- 
foyle in April, is both "foil 
and fair”. 


Crude prices finned 
yesterday as world oil mar- 
kets remained transfixed on 
the possibility of further pro- 
duction cuts. 

Blent Blend for June deliv- 
ery was up 12 cents at $14.61 
a barrel In late trading. 
Prices also firmed on the 
New York Mercantile 
Exchange, with its June 
futures contract also up 17 
cents, at S1&54 a barrel, in 
early afternoon trading. 

Oil prices have see-sawed 
over the past week on 
rumours that petroleum 
ministers from several key 
exporting countries might 
soon meet to discuss a new 
round of cuts to reverse 
recent price weakness. 

Mexico, a signatory to the 
Riyadh Pact last March that 
led to a co-ordinated global 
output cut, yesterday sig- 
nalled that It was relatively 
confident of meeting its bud- 
get target of $12£Q a barrel, 
although the average price 
of Mexican crude on Wednes- 
day was $11.4} a barrel. 

Luis Tellez, the energy 
minister, expressed confi- 
dence that Mexico’s $1250 a 
barrel target was attainable 
“unless the Asian countries 
collapse again". 

On the bullion market, 
gold fell below $300 a troy 
ounce to dose in London at 
$298.75, some $2 below 
Wednesday's close. Dealers 
said speculators who had bet 
on a price rise became tired 
of waiting and sold gold. 
This triggered selling by 
some investment funds. 

Gold moved up from about 
$280 an ounce in mid-Janu- 
ary to a five-month high of 
$314.70 on April 23 before 
starting to fell again. 

Silver was also under pres- 
sure after falling below $6 an 


ounce on Wednesday but 
closed in London at $SJJ5 an 
ounce, up some 3 cents from 
Wednesday’s close. 

On the London Metal 
Exchange investment fund 
selling forced all but tin 
prices lower. Copper had a 
second successive big daily 
rise in LME stocks but Alan 
Williamson, analyst at Deut- 
sche Morgan Grenfell, said 
the fundamentals had not 
changed in the past week to 
justify the weakening price, 
"although this is unlikely to 
prevent prices felling Anther 
in the short term". 

Coffee traders on the Lon- 
don international Financial 
Futures Exchange endured a 
day in whidi only 1,752 lots 
changed hands. The lead 
contract, for July, closed $18 
lower at tl,S25 a tonne. 

The picture was different 
in cocoa futures, where 
recent speculative interest 
intensified and drove volume 
to 16,141 lots. 

The July contract finished 
the day at £ 1435 , £23 higher, 
having touched a peak of 
£1,140. Some traders said 
they foresaw a strong bull 
run emerging in the next 
few months. 

Such speculation was sup- 
ported by the publication of 
the International Cocoa 
Organisation's latest quar- 
terly figures. 

The ICCO raised its Febru- 
ary forecast of a global cocoa 
deficit for 1997-88 of 145,000 
tonnes to 185,000 tonnes, and 
revised downwards its pro- 
jection of Ivory Coast’s pro- 
duction for the current sea- 
son to l.llm tonnes from 
Li5m tonnes. 

World production for 
1997-98 is now put at a proba- 
ble 2.672m tonnes, against 
2.703m tonnes forecast at the 
beginning of the year. Total 
world production of cocoa in 
2996-97 was 2.729m tonnes, 
while grindings were 2.762m 
tonnes. 
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1 Arthur is trapped in a 
period that’s austere (7) 

5 Mail carrier to reserve 
appointment in the first 
place (7) 

9 Combine foreign currency 
in foreign city (S) 

10 A bee's occupation? ( 9 ) 

11 Men lose it after processing 
mineral (9) 

12 wild and somewhat naive, 
they suffer a lot (5) 

13 It penetrates bronze colos- 
sus (5) 

is Novel, made a sure-fire 
winner after h«nt (gt 

13 The county's team pulls 
out the stops? (9) 

19 Chapter in story recalled 
Striking effect (5) 

21 Landlord losing initial 
resistance to record (5) 

23 Study more compact radio 

part 0 ) 

25 Runner captures a fast 

time for sweetheart (9) 

26 A piece of music that's 
pleasant to the ear (5) 

27 Toper is reformed for Sally 
(7) 

28 Assembled to restrict jp gai 
right of striking (7) 

DOWN 

1 Try consuming every vege- 
table 17) 

2 Mother’s about to t» hangp 
one’s school (4£) 

3 State finding good man 
holding weapon up (5) 


4 American ytsh to 

the bail (3,6) 

5 Fairy finrffng nrw» unknown 
item in tart (5) 

6 Plant at present getting 
adverse criticism in Kent 
(9) 

7 Cook getting a bad break 

(5) 

8 It's misreported the fish 
lost blood (7) 

14 Tom signs repaired with- 
out conditions (2.7) 

16 Work, miracles as before? 

Think a second! (2.7) - 

17 This country invokes 

unusual penalties (9) ’ 

18 One breaking sharp knife 
CO 

20 Distress people in the 
wrong(7) 

22 Turn left in the end to get* 
flower (6) 

23 Lecture about skin (5) 

24 Stand for treacherous per- 
son being beheaded (5) 

Solution 9,675 
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LONDON STOCK EXCHANGE 

■...him _ 


Global uncertainties put 


UK stocks under fire 


H055J5SEL 

By Sim Th om p son , 

UK Stock Wariest Editor 

■■iM.M.MM.limt. 

News that the Bank of 
England’s monetary policy 
committee had decided to 
leave domestic interest rates 
on hold made absolutely no 
Impact on a London stock 
market still suffering from 
trends overseas. 

The market leaders moved 
decisively lower, having 
begun the day on the brink 
of th e 6,000 level for the 
FTSE 100. The second-liners, 
represented by the FTSE 250. 
finally ran out of steam, hav- 


ing hit record closing and 
intra-day highs all week. 

It was left to the FTSE 
SmallCap index to provide 
investors with what little 
comfort was available. The 
index pushed on again to 
fresh peaks in the wake of 
yet more takeover action. 

No less than li bids, 
approaches or mergers 
involving SmallCap constitu- 
ents have been announced 
this week, with Spargo Con- 
sultants the latest to attract 
the attentions of a potential 
buyer. 

The SmallCap index 
moved confidently ahead for 
the seventh straight session, 


bitting a record dosing and 
intra-day high of 2,685.9, up 
9.8. Over those seven ses- 
sions the index has risen 57.4 
or 2.2 per cent 

Problems for the front-line 
stocks stemmed from 
another bout of weakness on 
Wall Street overnight, where 
the Dow Jones Industrial 
Average dropped 92 paints, 
despite confirmation of the 
Cbrysler/Daimler-Ben2 
merger discussions. 

The Dow's weakness 
reflected the continuing 
uncertainty about US inter- 
est rates. The Federal 
Reserve’s open market com- 
mittee meets on May 19 to 


decide whether to raise 
rates. Today's non -farm pay- 
roll report is one of the key 
indicators used by the 
FOMC. And there was no 
respite for the US market at 
the opening yesterday when 
the Dow fell again. 

Additional pressure was 
exerted on European mar- 
kets. London included, by 
the widespread falls across 
Aslan markets, unsettled by 
worries about economic 
problems and alarming 
reports of riots and looting 
in Indonesia. 

At the close of a thor- 
oughly depressed session, 
the FTSE 100 was down 54.4 


at 5.938.0. At its worst, 20 
minutes before the close, the 
index was 93 points weaker. 

The FTSE 250, which had 
risen 14L4 or 2.5 per cent 
over the previous six ses- 
sions, finally ran into flur- 
ries of profit-taking, pushing 
the index down 2.7 to 5,702.7. 
The index spent much of the 
session below the 5,700 level, 
falling to a low of 5.698.3 
before s tabilising just before 
the close. 

Apart from the interna- 
tional concerts, most of the 
economic and corporate 
news in London was on the 
positive side. The Confedera- 
tion of British Industry's 


April survey of distributive 
trades showed high street 
sales up modestly. 

Sterling, meanwhile, 
slipped back, with the Bank 
of England’s exchange rate 
index finishing down 1.0 at 
l<%.4, encouraging the big 
engineering and exporting 
groups, which figured promi- 
neatly among the best per- 
formers- 

Royal Bank of Scotland 
out s tripped the rest of the 
leaders, a lone firm spot In 
an otherwise still depressed 
hanking arena, after well- 
received interims. 

Turnover in equities 
reached 875m shares. 
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Results 
boost at 
RBoS 


COMPANIES REPORT 

By Peter John and Martin Brice 

Royal Bank of Scotland was 
the market's top blue-chip 
performer after the b ank 
released stronger-than- 
expected first-half results 
and prompted positive bro- 
ker comment. 

Most analysts expected the 
current-year consensus 
profit forecast of £872m to be 
edged higher after the 
interim figures, and said the 
shares deserved a strong 
rally especially after their 
recent underperformance. 

RBoS reported an interim 
profit of £448m, up from 
£36 9m, with the dividend 
raised to 7.13p from 6J!0p 
previously. The pre-tax num- 
ber included a £57m contri- 
bution from the sale of the 
Banco Santander stake. 

Among brokers who lifted 
their numbers was Dresdner 
Klelnwort Benson, which 
also reinforced Its "add" 
stance. 

Kleinwort boosted its cur- 
rent-year underlying figure 
by 7 per cent to £902m and 
next year’s forecast by the 
same degree to £1,027 m. It 
also advised clients to switch 
holdings out of Standard 
Chartered, which lost 62 at 
867p - the biggest fall in the 
Footsie - while RBoS 
jumped 54 Vi to 9SSp. 


Analyst Neil Baker said 
the bank had been at a 15 
per cent discount to the sec- 
tor at the start of trading 
despite reflecting 25 per cent 
underlying growth. 

However, Schraders rates 
RBoS an '‘underperformer” 
and prefers mortgage banks 
Halifax, Alliance & Leicester 
and Woolwich, which the 
broker feels offer better 
value at current levels. 

Shell Transport bucked 
the overall trend, producing 
a set of first-quarter figures 
that surprised even hard- 
ened pessimists. 

The bulls were delighted 
as the company came in 
with a 23 per cent drop in 


net income, still at the top of 
the range of forecasts. Nat- 
West reinforced its end-year 
forecast of S9Abn and HSBC 
was upgrading its numbers 
34 per cent 

SG Securities, which has 
long been disappointed by 
the company's failure to 
deliver, moved its recom- 
mendation from “hold” to 
“outperform". 

One analyst summed up 
the figures as “ manna from 
heaven for those who believe 
in the Shell restructuring 
story". It ended the day 5 
higher at 454p. 

The potential muddying 
by Philips of the potential 
bid waters far EMI saw the 
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latter's shares slide 15 to 
575p. 

Credit Lyonnais Securities 
was pointing out to clients 
yesterday that the possibil- 
ity of Philips selling its 75 
per cent stake in PolyGram 
“means there are two music 
majors potentially on the 
block”. It would have the 
effect, says the broker, of 
“reducing the likelihood of a 
contested bid or, perhaps, 
any hid for EMI". 

The broker adds that once 
the takeover premium is 
stripped out the shares are 
worth only 463p and says the 
potential downside is now 
greater than the upside. 

However, the bulls argue 
that there are too many 
potentials in Philips latest 
move and a takeover 
remains viable. 

Henderson analyst Louise 
Barton said the comments 
reinforced her confidence 
that the company would be 
the principal beneficiary of 
the next TV franchise review 
and was progressing with 
internet technology. 

United News & Media 
sparked up 38 to 840p after a 
lunch hosted by Henderson 
Crosthwaite which brought 
Lord Hollick, chief execu- 


Financial Times Seminar 

Mastering Global Business: 
continuing the ‘global’ journey 

Thursday May 28, 1 998 

at the Financial Times, 1 Southwark Bridge, London 

This seminar follows on from the highly successful Mastering Global 
Business series. Supported by Price Waterhouse and American 
Express it will debate the critical issues faced by companies 

operating in a complex global market. 

Hear the views of leading academics from Europe and the US 
and share the experiences of practitioners from business. 

Topics include: 

□ Building global competitiveness 
□ Navigating the tides of global finance 

□ Outpacing the competition through service 

□ Selecting the right sort of strategic alliance 

Confirmed speakers: 

Professor Jacques Horovitz, IMD International, Lausanne 

(and Managing Director of Grandvision) 

Professor Vijay Govindarajan, Amos Tuck, Dartmouth 
Professor Rory Knight, Templeton College, Oxford 
Professor Pierre Dussauge, HEC School of Management, Paris 

Colin Price, Partner, Price Waterhouse 
Duncan Lewis, Executive Vice President, Equant N.V. 

The delegate fee of £350 + UK VAT includes lunch and 
refreshments, documents and speakers’ papers. 

To register or for further information: 

telephone: +44 171 873 4816, fax: +44 171 873 3595 

or email: sarah.jezzard@ft.com 


tire, face to face with 20 
institutional investors. 

Capital Radio was 2 firmer 
at 66Sp on consideration of 
of its acquisition of Cardiff 
Broadcasting for £ 18.25m 
from Emap, which dosed 
Ills up at £12£6. 

Mirror Group added 3 at 
188 I -sp. The newspaper com- 
pany said trading was ahead 
of last year's on a like-far - 
like basis. 

A telecoms sector rampant 
only weeks ago, amid talk of 
immin ent takeover moves 
involving all the main UK 
groups, was suddenly under 
pressure yesterday. BT was 
affected, according to deal- 
ers, by so-called “rogue 
trades", and eventually fin- 
ished the day a net 26 off at 
667p, after trade of 26m. 

Orange attractive 

Meanwhile, Orange attracted 
persistent small sales, clos- 
ing 20 down at 422p and 
Cable & Wireless settled 27 
off at 64lp. 

The weakness of the 
pound helped shares in com- 
panies exposed to sterling 
strength. Rolls-Royce 
achieved one of the better 
performances in the Footsie, 
helped by the announcement 
that it had won an order rep- 
resenting more than $275m 
in AE3007 engine orders for 
its Allison Engine Company. 
Others benefiting included 
GEC , up 5Vi at Sffl&P- 

Vickers eased to 235’/ip 
ahead of the announcement 
that it had agreed to sell 
Rolls-Royce to Volkswagen, 


which had topped the bid 
from BMW with a £430m 
offer. The announcement 
was made after the market 
had closed. 

AB Ports was down 6 at 
389p after it said it was in 
talks with American Port 
Services, which gained 14 to 
I79p. The I90p-a-sbare offer 
would represent a 15 per 
cent premium to Wednes- 
day's closing price of I65p. 

First Leisure gained 28 to 
37&4p after a bullish trading 
statement It said first-half 
sales were 40 per cent ahead 
of the same period last year. 

Zetters gained 12 to 158'Ap 
after the football pools and 
bingo clubs group said it was 
in talks which could lead to 
a takeover bid for the com- 
pany. It had been consider- 
ing a number of options, 
including the sale of the 
business. 

Sector specialists said that 
if there had been an 
approach from within the 
Industry, it was likely to 
have come from Ladbroke, 
which owns Vernons, or 
Little woods. Ladbroke was 
off 914 at 317p. 

The biggest fall In the 
market was suffered by engi- 
neer Clyde Blowers, which 
lost 64 to 189p after it 
announced underlying prof- 
its down from £678,000 to 
£545,000 and said sterling 
strength was affecting the 
company's growth. 

Trio Holdings, the money 
broker, rose a penny to 4*<p 
after it said it had returned 
to the black at the interim 
stage following three years 
of losses. It also talked of the 
need for consolidation in the 
financial services industry. 

Aim-traded Future Inte- 
grated Telephony fell 14’.4 to 
67lip, after a profits warn- 
ing, linked to accounting 
problems, and news that 
takeover talks were unlikely 
to result in an offer. 

J. Sainsbory shar es contin- 
ued their impressive post- 
results performance and rose 
20% to 522V a p as broker notes 
acted as a spur to the shares. 
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+97 495 


&9 

X? 

78 


215400 Ob SO 
147000 ■ 

31996 


19? 


12*0 

1X65 

191 

2X05 


an ii? 

170 xo 1X7 
81 £0 14* 
4.70 4* 5* 
19? no 4* 
£90 3* X4 

a*D xo 1.1 
0*0 1.12X5 


- 1 X 35 
-94 4 L 70 
h ta 

+1*0 00 

-95 8920 
+*9ftTt0OlX8B _ 

-ffi X 10 1.70157 £0 
+* 05 X 25 1980 38 £7 
- . 15 17.10 TO 70 TOO 1 X 8 
20*0 - 1 * 04 X 201 X 50 5 4 X 8 
0*9 +91 470 000135 M 
3*0 —85 11 

£» + 2077*2 

are -in 425 

1 B 9 D -*0 44*0 
217 -1 279 

X 2 X -* 01 X 20 
62*0 -.75 115 
497 -931340 
4 J 2 -.16 15*5 
497 -03 9*5 


10200 0* 
450850 ■ 
101306 


1X2779 XXuaA 


84922 DundSA 

1G60 

84873 EUWB I 
196573 BWCAl 

moo^^m 


a* 


521 _ 


1*8 1.7 
£20 00 
050 1X8 
xn 4* 42 
149 £7 1X3 
X2Q01 49 
55 5*129 

495HL5 4* 
£80 CJ 38 

4.70 X4 7.4 

-70 77.75 24*5 79 5 4 
1020M -JO 1X55 10.05 XI 18* 
4RM -*01295 4*0 7* 409 
14 1M -80 30*011*0 X7 X? 
22J6U -40334020 TO XO 00 
1395 —25 20*0 118 XI 97 
tJIW -95 5*5 X04 12 XI 
4&20 -1JD 0425 34*0 3*14.1 
lOJSs -2037901005 X4 01 
X90M -.1310*0 285 1* _ 
27 -1 3X901X10 19 2X3 

1X20 +.15 247012*0 51 _ 
Nmna 0*0 _ 2*0 032 XI _ 

UH&A 0*0 ^ 1190 590 2-2 2£ 7 

AM 0*0 „ 370 

IMU 0 -1 1075 

» mo Xlft +.10 X75 
MUM 1X10 »- 31 JO 12.40X9 

MMttl2ai6M -.10 50 10 59 

OrTUt 1*7 _ £0? 098 1* 

PtMW X57M -9? 1*9 0*0140 
mtm 17*5 -86 3£50 1X70 M* 
SWPT 44J0M -1 10650 3270 4* 

072 +9? X15 0*7191 

2X55zri -*0 00 15*0 1* 1X4 

1.04 ^ X58 000122 .. 

SJO -JO X85 

4*7 -93 025 

mile 1.15M -95 GAO 
£00 +9? X96 

Z3M -97 £40 

sen 4*7 -93 xio 

9KC* £75 -93 449 

38.609) -190 773140 4* 

12*5 5*5 57 


182204 Cute 
10450 EUer 
060924 LrtdcA 
FF1 

S35QQ FM/ft 
5601 FUrtc 
143977 McUk 
104470 Bute 
4455 FHMA 


2375 Fortta* 
6205 4Som 
123638 ft ite r 
4700 teK 
1M66 QWXf 
293843 Gave C 
9000 
40274 
3400 
372383 GUTC 


034 £0 ^ 
7*5 29 33* 
520 42 11* 
X2 


104094 Ufa 
144340 ftx&y 
7500 TO A 
46540 HU 


79 


00301 

307661 


hax 


£2 

7* 

XO 


4.40 5*11* 
420 4.6 50 
1.14 4* 68 
£15171 X* 
1*0 XI 59 
4.40 7.1 TOO 
0*61X7 29 
00 
7.4 


19440 
12400 
S300 
STUBS KKO 

Dm 

irons lu&w* 

TOO 
207990 
mere 
810096 
33SZG MSB 


WLogftk 

WtopOD 


10LB0U -.15 30 1X95 49 119 

050 +9? 327 0*6 Oft 
140QW _ 30*0 695 1* 212 

1.45-94 ft OLiO 5* _ 

1X10 -1.40 1X70 9.70 40177 
1295 -25 3X70 1X10 £3 1£1 
0*5 +20 2020 6*0 6.4 5* 
25 -9053*0 
3*5 -05 070 
1*0 — 2*0 
are -01 xi5 


1 22160 ten 

76006 mm 1 

042576 m* 
12200 


26 62 
15011J 
1*2 29 
0*2 138 


£4 

3* 


275609 

25000 

192963 

011390 


41070 Nam A 


0fey7/vt*fug 


UTtad 


1,150 

450 

400 

975 

4JOO 

2*50 

1JD75 

575 

£425 

950 


-25 4,460 
-25 £175 
— 1*75 
-75 2*75 
-275 10*9 3.425 
-.£700 525 


075 52 
250 51 
37S _ 

975 5*157 

a* o* 

1.7 24.4 


X7 

48 

52 


— 1,750 275 7.4 14 
-50 3*00 475100 3* 
+800 5875 2*50 1.4 21* 
-509700 350168 1* 


MMJKSIft (May 7 / MYR) 


MM 


215*1 +4 330 


CAIlte 

EDU 

Fbrfkp 


131 




765 


1987M 


1.1 348 
£01X4 
19 -. 
12 2X5 
12 - 
1.1 19* 


+4 370 
HO I960 
-ft 850 474 
-11 1*00 578 
+2 714 441 
-131*201910 £714* 
+19011800 £170 0* 2X0 
HO 543 W £5482 
-20 3*00 £630 OJ 208 
-TO 417 150 £5 228 
♦14 89? 432 1*26* 
-38 1,700 687 0*314 
-78 3*602*70 0*4X2 
-281*70 590 1.134.1 
+2 567 220 1631* 


H Ultra 

NtScd 

iftjopr 

mmu 

*» . . ■ 

OHM 

KLKspg 


LOAM 

mSt 


485 

533 


TotfaCH 503U 
Tod 432U 
Tota 1X61 (hd 
TrfXEP 1*67a 
71 5U 



0*27.7 

£127* 

1*7X2 


Tteun 83 Tb) 
Wd 1*258) 


none 708 


750 


3, « 


157s] 

54 Id 

nm 122&U 
Tteur 16ft 
TbfcCtt 125 
TkoCrp 487U 
7*flpt 189 
TkuLnd in 

Tontirp 130 
Ton 731 

1*35)81 


♦1 

+5 

-ft 

-7 

-2 

-ft 


485 1 

1802 

430 


1*701970 £6 _ 53S 
+19 S& 25B 1* M* TtaSr 
+2 025 1B3 £1 7* jSSSl 109 

‘a} 1 *® 7 MUM 



272 1* - 
196 £4 2X1 
150 £8119 

40 3X7 

400 1*702 
290 1*23* 
411 1* _ 
£7 88* 
£7 84* 
12 — 
173 £2 17* 
192 XI 7X9 
-171*401920 0* — 
-9 658 283 23 4£4 
-44 2*801*00 0* 42A 
H2 1*BQ 777 0* 

-25 £600 £170 2*41* 
-30 £070 XttD 08 277 
-0 321 256 1*51* 
♦1 425 135 X25X1 
-41*30 402 OJ — 
+881*601950 1 A 32.4 
■ft 4« 105 «_ 532 
+2 25 78 £0 

-12 726 461 1*17* 
+4 4K 173 _ __ 
■ft 540 125 — _ 
+7 309 67 _ 10* 

♦10 1*90 018 3* 5X4 
+1519001*10 l*4£7 
H7 041 507 
-23 787 500 
-1 44ft 290 
+1 506 266 
+2 420 
+70 X2001 


UoPup 

HoMUM 


Ramona 

MGS 


3*0 
0*7 
0.62 
2*7 M 
£51 U 
X4Q 
0*0 
11 JO 
£40 
4 
3U 
0*3 
X10 
£70 
7*6 
£74 
1*4 
1*? 
2*8 
10*0 
£60 
1*1 
0*5 
1.13 
19*0 
520 
0*5 
424 
1*0 
2*4 
£90 
7 

27*0 

7*5 


+.14 17*0 
♦95 £06 
_ 3*8 
+96 590 
+93 025 
■MO 25 
-*3 £55 
+.10 1X40 
+92 540 
_ 490 
— 1096 
+.05 £40 
-90 14 

+93 £16 
-*01£70 
+91 X5Z 
HJ5 XBft 
-HE 480 
-94 5*5 
+*0 28 
- 1*3 
+97 094 
+94 £15 
-93 420 


2* 

5* 


&9 

£6 

3* 

29 


1.49 49 
£50 _ 

0*1 _ 

2*0 £0 
1*5 2* 

£78 79 
038 
7.70 19 1£7 
110 4* 150 
2*7 4*14* 
£74 69 754 
£80 ft* £9 
298 5* £7 
£46 _ .„ 
5*0 £0 27* 
0*5 _ 

0*3 - 
1*8 1* 

£88 29 
8 1* 
£40X7 
074 1.4 
£35 £9 

aw ._ 


305137 
737050 M&TM 
702754 NMi 
13773 NdwxE 
6S52 On* 
10804 OUttvA 
222310 PocoP 
_ 072 1 PteQti 
763874 MC0O 
18124C PMSk 
ESDMb mm 
I30D1 PUSttX 
40027 PomCp 
47139 Powvf« 
96000 Pirn 
oau 
10200 tUmW 
IWnfi 
300 man 
111030 FfapOfl 
0 30273 RfaiEn 
512534 HM0P 
24250 Wd 
96164 AoAJg 


982 +* n 85 
284 H* 4(25 2121 
3£7 -2 40* 25 
43*5 -444881* 
45 +* 45305 
37*5 3X3 26 

4X75+15 333 

4U +.1 M 84 
98-95 MB 7* 
476 -22 725 1 JO 
1795 +95 1X1 1X8 
26 -* 29 2181 
1* £7519? 

2*4 +.M XI 1*1 
24-.10 20 10 
3809 - 05 49 25 
222 -.1 4UB U2I 
2495 -2 32 15 
1X8 17.15 7 

£45^14X15 291 
02 -218* 8 
4*5-25 04 38 
2375 -2 319 20 
1£«5 +95 13* 0*9 
3485-20 3US S3 
41* -24L» SO 
28 +8 423212 
27*5 20* 10 

4*S-jaB u 22 

908 -2 -301 21* 
195-97 8*5 0*5 
1X35 179 1X2 

24*5 -*252118 
1X85 -4 2U514* 
IS 75-95 2X4 130 
725 7.7 5*ft 

n+.issmwn 
55ft +9 600 263 
20* -7 32 15 
15 +9S £1 HO 
23* -*363108 
2X0 -Aft 34* KUO 
4X25 -.15 4X1 3US 
479 -95 E9S 3175 
32*0 -9JUQ5 2X5 
XP-25 10 4* 
«~2S 40SL7I 
5X75 +25 95 K 
14 -*270 1? 
03-00 ft* £0 
4*5-1514.1 £2 
7* -.1118 6 7 
1225 029 9 

39 4 7 £1 

179 -A-IU5 11* 
30* -2 38 25* 
0 65 295001 

6? 1 H2 07* 42* 

$465 +2 8781376 
7X0 -9VL3KU5 
2X85 -65 4725 ?U5 
4* X75 425 

5X0-25 SB3K 
495 +*5 X2G 3 
2025 2215 16 

5* -25 X7 £75 
55 55* 33 

19*5-95 ”23* 18* 
345 - 0 80 21 
312 HAS 17.15 

40 - J5 49* 301ft 
22 -u!4U 13 

30.1 -95 £K 26 
1X7 -jnjiaa 
lit +X7 113 7201 
361 +.IKJ92U5 

12*5 -.15 fee 10* 
23* -.5ZU5 12B 
1985-95?!* 7 

27.1 +.4 3J5 228 
27.1 ♦ I ?7* 22 

53-55 3121X3 
£91 -91 1 A £80 

tu -* a? 15* 

45+1.1 95 257$ 
419 - 

7* +.15 X* 4.4 
1095 +0$ 10*725 
2X2-7$ 33 32 
67* -£4 955513ft 
1X3 -A 17.1 112 
£4 +.1 72 47 
M-AS 30 23 
249 ♦* 2775 ttfiS 
10-251/2 10 
22* -*3£71B2 
2X95 -2 322115 
095-185 279 £7 
2X1 -.46 27* 1485 
12X75-1* UU 9X5 


5795 


SB*2U 
895 +.1$ £75 £35 


801600 nogcra 

91 TIM ftojOC* 
70000 FteOte 
145035 MIA 
48538 SHC-La 
5500 8ATW 
ST 058 SXteA 
5700 SWte 
400fiom 
4110 SadlC 
275731 Soaym 


» 
5* 
2D 
204 
B* 

0*3 

12* 

2X8 

5 

XI 


2* 

59 

5* 

ai 

£8 

52 

9* 


3 02 778 SM 


.10 21*0 1X30 5*2X2 


— 7*5 
+95 12 

+9C 1520 
-91 291 
+.12 XS6 
+94 3*8 
+*5 


4*8 XI II* 
086 171X8 
1*7 3* 

0*5 XI 

a« 

496 29 


a* 

5.4 

49 

a* 


-75 8775 1XID B91X7 


TAB* 


£70 
£82 
Teuton 10 JM 
Tin £50 
£70 


_ 395 
+22 995 
+97 394 
— 5*0 
-.101X00 
-.10 12.40 
+90 21 


XIO 59 809 
£04 1* 99 
£00113 12* 
1*0 0* _ 
BAS 1.1 _ 
5*0 1* _ 
1*0 _ 7* 


64300 SOotfa 
4167E SPUte 
571347 Woo 
108853 
110230 Tttfl 
304034 TVXBU 
141810 TdfttE 
711696 T4CKB 
31991 TdoBi 
342955 T«ha 
1113 Tina 
27651& Dm 
510407 TorDom 
20B220 TiacoP 
158673 Tcnw 
7101T TrloaA 
2300 Tjtnc 
Z7781 TWtob 
2300 UfiPPi 
580 UOapx 
106703 UtfJtM 
14778 VkMO 
163641 


ZDX«B(May7/NZ5) 


3a* 22* 

7* 4 

20 14 
215 134 
-*14E 79 
-A 45* XS 
£BS £1 
-* 177 10* 
-.4 3? A 20 
£75 £1 
-2U15 4* 
Oft +85 922 508 
1*2+92X15 095 
695 -2 0*1*5 
1X23 1X51075 

£7 +.1 B* 6 
10 2D 112 
6*5 +.1 575 3 

7* +25 *9 £8 
2 +.15 22 0.71 
602+95 6295 02 
2X75 -25 2785 14* 
2X25 -2 22 UK 
59-23 82 ft 
£11 £42 000 

2X4 +.1 3US 2US 

10 is* a* 

1X7+.1&14* 7* 
S3* +*5 549 32* 
40*5 -.13 3X1 «2S 
52 -.15 88 32 
4275 -.75 8125 35 
10.45 -95 17J5 

BS9 -*5 8725 389 
37.1-95 45*21* 
15 -2W514A 
422 HA 45 29 
6XK -A 74753X5 
82-25 34*2X4 
232 2481556 

12*5+95 1386 77 
1075 +.15 12* 0 

3295 -.15 87* 2X3 
1875 1X5 1ft 

-J 6X5 40 
-2 50 3X4 
ZA -.1 5*296 
341 -2 TUB 33* 
143 +* 156 75 
£3-92 7*5 821 


-2 1*60 1*50 £4 


103s) 


-19 

+1 


__ urns 254 id 


XT86W 


-13 
+ 3 
+5 


270 

650 


650 19 48* 
457 09 BOA 
■38 22313 

mu 142 


— Ton 

rs i55K 


ToyoIB 


213* 
743 si 
176U 


BOO 


130 1*502 




HO 

-1 

-1 

+6 


710 

404 

585 


8410 


OnoTB 





1.1 441 
09 _ 
12 51.4 
1*3X7 
22 23* 
1.1 47* 


157 


160 £0 29* 

140 2AI4* 

885 197X3 
1B2J111 HvcU 

120 _ __ «6c 

366 1A3£5 NKto 
-12.170 1930 2* 3£1 
-91980 570 TA 179 
-ft 2JDB0 1*00 £7 2X4 
-6 600 197 )* ^ 

B06 192X7 
106 33 17* 

150 £7 252 
150 29399 
39Q 4.1 55* 

458 2A2£t 
609 19 349 
£2201*10 19 2X0 
+181.160 401 1* ZX3 

-13 456 09 

064 201 1.4 4X8 

■ft 544 221 1*8X9 
+4 942 308 1* 17* 

+6 £800 £000 0*29.1 


447H 

■ftlSU 
Rfera 27111 
MS 1A61D 


IfiOlM 

1A4BU 

1,14m 

1 9MM 


-12 1910 
-ft 60? 
+2 401 
+2 384 
— 914 
-81*90 
-91920 



H 

+1 

-87 

+20 

+11 

+1 


sail 

290 

873 

808 

071 


5 1*^ 
+803*001.760 12 ISA 
-3 400 106 £5 27.1 
HO 765 396 27 430 
-191*00 460 1*209 
-1 470 203 1* 20* 
-121*30 1,100 £5 329 
HO 5*00 X290 0* 2X4 
-ft9l*?D 730 £734* 
+317501*40 0*2X0 
+151*30 071 £9 8X2 
1*30 707 1.1 24* 
SO 19 244 
92 £*25.1 
64? £917* 
MS 1*2X7 
260 £0 1X8 
IK 1* £8 
- 7* 
1.712* 
«n 1.1049 
615 1* 12.1 
71 -108 
223 £? 4X9 
103 £3 _ 
10a 1* _ 
Z70 £013* 
» _ _ 
307 IJ _ 


ar 


131 

153a 



19 41* 
17 29* 

26ft 391X6 
109 £2 222 
100 09 1X9 


tart 

CStHH 

FCBU 

FEED 

FC For 

PCPBp 

Faro 

Frtfte 


1*1 

£19 

345 

£2$ 

1.11 

272 

£50 


+91 1.45 
_ 3*3 
_ 5A2 

-.10 xca 

-91 1*3 
+.02 £57 
— 6*0 


TstoCfe X44 


525 -.10 5*0 
770 +92 9L55 
4*8 +.03 5*0 
£75 _ 3*1 

-97 995 


89 99 
£16 XI 1X1 
3*8 42 £1 
4.13 £7 117 
1.10 1* 122 
29? 1.1 _ 
3*0 3* 1X1 


UOJffl&L fkfev7/CM« 
4pm dm 



£4 109 
42 1X3 
£4 1X0 
49 272 
5910* 


3150 &TCBB 

0215 X00193 


3500 QKOrt 
22900 VUkn 


*/- ft* In 

36-95 46 2ft 
10*5 —93 11* 84 
169 -.1 f72b £6 
244 -.1254 13 
1X05 +93 TXJEB Uft 

2X15 -.132*2X5 

16*ft -.15 1X4 X3 


12 200 

3*2X4 

0l73E* 

£51X9 
.- 3£1 
0*21* 
£7 339 
19419 
0*6X9 
£0 309 
1A 2X3 
IDS — _ 
123 3* 12* 


flfcy7/s» 


<Mrty7/PttDt 
1230 pm 


C%Ov 




tj 


van*) xiaow 
IVMHon 1(4354) 
yteNtoo19?ta 

TlKTm 1/TOU 

tSSiS&jid 


H 433 69 



248 S3 _ 
1*001,100 19 2X4 
+0 2*30 1.130 09 TXS 
♦10 1/440 640 1.1 129 
+30 3*80 2*10 £0 242 
-15 2*001200 0*232 
-15 1*30 fiSO 0*269 
-2 1*001290 09 85.4 
-*12*001*10 12283 
-ft 524 270 1* 75* 
890 12 400 
49 194X1 
€00 1.146* 
290 T* _ 
274 £0 259 
Z7D 1*6X0 
455 12 207 



-1 786 
-3 490 
-ft 1.110 
+6 


-ft 

+8 


710 


_ 440 89 — - — 


SAHF 


-4 « 230 201X4 ST»T 


1.15 +92 
£55 +.101490 
0A0 ♦JO 1590 
10a +26 2QL8D 
I2ta -91 1AG 
6*0 -.10 1210 
TAW -92 3*6 
1*4 +91 3*0 
£73 +9? 2*5 
2*6 -99 6*0 
498* +98 8*3 
2*7* -09 4*4 
390 -10 7.15 
490 - GAO 

0*6 -90 09 
£72* _ 1*3 

190 +93 320 
1.47 -93 470 
295 +95 4*4 

£60 _ 1*5 

7*0 MS 1X10 
5*5 -.45 10*6 

B Ml 7.10 
_ 19? 
M2 7.15 
-9? 442 
0.75 -20 1190 
4 -94 7 JS 
2*2 HM 172 


£70 M2 XI 
075 1.1 127 
180 59 9A 
£50 19 _ 
£08 4* — 
5*6 £4 114 
196 69 _ 
1.40 69 1X5 
0*9 1.4 0* 
£00 7* 109 
£70 _ - 
0*0 54 _ 
£9? £61X2 
3*4 1.14X0 
02R £8 09 
£40 82 — 
1*5 2*4X2 
1.18 41 OX 
m 3912* 
£48 

5*5 22 89 
370 £212* 
190 56 119 
£42 93 5* 
190 1.7 619 
1.75 392X0 
920 2* 1£1 
£10 2* IS* 
1 JO 1.7 179 


+ /- 


W M 


Ate A 


own 


4490 

5590 

21.15& 

49 

12*0 
1X48 
52*0 

21.70 
5*0 


MM 30*0 


TUt»A 

TWO 


+AD WQ42JD IJ 82 
4*0*0150 48*0 1*21.1 
+95 ■2XS 1835 3**01* 
-*0 *5? .10 34*0 2911* 
♦JO ”1638 1£10 £0 12* 
+*0 -31 JB 1823 -.11* 
_ *5X704500 191X1 
+.10-27302X10 — 289 
-*0 72151X40 — 23* 

-92 "X90 4*9 0.7 

-390 £77 19 Xfi 

-A5 *44 33*0 Z* 2X1 
-.14 -020 38? £0 8* 
-90*1)29 129 — 7 A 
81*5 -1.15 -33 27*5 25 „ 
3340 -.10 -H4Q 1X90 39 19* 

its -jo - nn 134 _ _ 

40 ^’tttlUO — _ 
32*0 ^.-3500 30 22 _ 


16£10 


AFRICA 


StumARttA(MBy7/RBn4 


1UU -9021*011*0 £517.7 


*/- HA In YU P* 


+20 1,630 
+1 232 
+15 009 

+8 ore 

♦ft 307 
ffi 568 
- 210 
+12 780 


«EVR«i3(Uoy7/talS| 


xn 


193 17 319 
127 1*27.4 
6.14 6* _ 
120 47 21A 
7*5 4.4 139 
193 42 262 


FT/S&P ACTUARIES WORLD INDICES 


Emerging markets: 


♦ 


Tta FT/ssp itoftaitts WWfl MAB9 ■» opoeil Df PISE Mmaflgnal LMkd. Brttoan, SidK & Oa. and SMdsd & Boort. T6e toScu n oorapM FISE utartknd and Standee! ft Poor 1 * 
f*a*y « mums onS B» WUi tf Aetmte. Rawest Sesurtfcs Ul ms a oHnumw ti me ImIcb. 


ca^nctkn «ffi a» IFC bivestable indices SSb 


TDSDitV HAT 5 199B 


COT 


Figum ta p arettOiw ia US 

dm nmber d Uoh DdIv MW 

a sack wa« % 

AusMta ra 207^2 -AS 

Austria mZ — 73732 05 

Bettfun (26) J33^3 -<U 

Brad (26) 2*6-12 -W 

Cadda (ISO) 2*4.72 -OS 

0 «nk(H) 50053 2B 

RnttdC® **8J0 

Faw (79) 31711 0.7 

Germany (58) 2K.lt W 

Gram (37) — 3030 -13 
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EMERGING MARKET FOCUS 


Asia and rate fears dampen motor mama ^yr anila rides a 


WORLD QVBRV 1 EW 

Agreement on terms for the 
merger of carmakers 
Daimler-Benz and Chrysler 
failed to provoke the usual 
takeover-driven surge in 
world stock markets yester- 
day. writes Philip Coggan. 

While motor stocks 
enjoyed the news, sentiment 
in most markets was fairly 
negative, with concern about 
the Asian economic crisis 
jostling with worries about 
the possibility of interest 


rate rises in the US and 
Europe. 

Asian stock markets were 
generally mixed, with Jak- 
arta rebounding after its 
recent slide. The region's 
currencies continued to 
come under pressure. 

So far. Asian economies 
have seen a collapse in 
domestic demand but have 
been unable to take advan- 
tage of the weakness of their 
currencies to increase 
exports. 

Europe’s markets were 


weighed dawn by Asian wor- 
ries and by Wednesday’s fall 
on Wall Street, where the 
Dow Jones Industrial Aver- 
age dropped 92 points. The 
US market opened weakly 
again yesterday, with the 
Dow slipping below 9,000 at 
one point 

The strength of European 
currencies against the US 
dollar did nothing to help 
equities. The D-Mark has 
rebounded against the US 
currency this week on specu- 
lation that Germany will 


raise Interest rates in the 
run-up to the creation of the 
euro. 

Two of the European bull 
market’s strongest pillars - 
falling rates and weaker cur- 
rencies - might yet be 
undermined. 

Rates could conceivably 
rise in the US as well. 
Today’s non-farm payroll 
report in the US will be 
pared over for its implica- 
tions for monetary policy’, 
especially given the recent 
speculation about a shift to a 


tight ening bias at the Fed- 
eral Reserve. The Fed's open 
market committee next 
meets on May is. 

“The im plica tion from the 
report will be that fuel for 
spending is growing even 
more abundant,* said Bob 
Craven of the Craven Fixed 
Income Report. “Policy mak- 
ers will come increasingly to 
fear the reality of excess 
demand.** 

The European research 
rpam at BT Alex Brown has 
launched its pan-European 


15 of favoured stocks: UBS. 
Generali. British Land, 
Royal Dutch. Peugeot. 
Diageo. Novartis. Granada. 
BSkyB. British Aerospace. 
Nokia. ABB. Linde. Akzo- 

Nobel and VIAG. 

However the team adds: 
“We remain concerned, par- 
ticularly in the light of the 
Fudge over the the presi- 
dency of the European Cen- 
tral Bank, that bond- 
sensitive markets, sectors 
and stocks may come under 
pressure tn coming months.* 


roller-coaster 


Chrysler soars SocGen softens P aris falls 
as Dow stays 
in reverse 


AMERICAS 


US shares continued to 
retreat in early trading, 
sending the Dow Jones 
Industrial Average down 
close to the 9,000 level, writes 
John Labate in New York. 

Higher motor stocks were 
in sharp contrast to trends 
in the broader market. 
C-brysler shares climbed S 
per cent or $313 to $52%, 
while ADR shares of 
Daimler-Benz gained almost 
3 per cent to $111% in the 
wake of their merger 
announcement 

Other car makers were 
also carried higher. Ford 
Motor rose SI 1 .-* to $46V«. 

But the broader market 
moved steadily lower, unset- 
tled by fears over the week's 
most important economic 
report. April employment, 
which is due out today. Each 
of the market's four main 
indices fell in broad, if 
unspectacular, selling. 

By early afternoon the 
Dow Jones Industrial Aver- 
age was down 37.12 to 
9,017.53, while the Standard 
& Poor's 500 was off 4.34 at 
1.100.58- The Nasdaq compos- 
ite lost 9-29 or 0.5 per cent to 
1,847.39. Small stocks weak- 
ened as well, sending the 
Russell 2000 index down 1.52 
to 47755. 

In contrast. Treasuries 
moved higher ahead of the 
employment report. Also giv- 
ing government issues a lift 
was the recent announce- 
ment of a cutback in bond 
supply- The benchmark long 


bond gained £ to 102&, 
yielding 5.955 per cent 

Among Dow stocks, AT&T 
fell $1V« to $58fs, while East- 
man Kodak lost $’ / « to $72£. 
But Hewlett-Packard rose 
$lg to $76$ after the com- 
puter group announced a 
new alliance with a Cana- 
dian company. 

In the software sector 
Microsoft fell $2% to $8411 on 
renewed uncertainties sur- 
rounding a Justice depart- 
ment investigation. 

Internet stocks were 
mostly higher. America 
Online rallied one da; after 
its earnings release. AOL 
climbed 8.5 per cent to $5% 
to $91 Vi after Lehman 
Brothers upgraded its earn- 
ings forecast. 

TORONTO stayed dull as 
weak bullion pushed gold 
stocks lower and interest 
rate worries continued to 
depress banks. The 300 com- 
posite index was off 35.76 at 
7,642.93 at noon. 

Royal Bank of Canada 
shed 55 cents to C$83.40 as 
persistent interest rate wor- 
ries continued to gnaw at 
sentiment. Canadian Impe- 
rial lost 50 cents to C$49.40 
and Bank of Montreal 80 
cents at C$76.00. 

Golds fell as the bullion 
price dipped below $300 at 
the London fix. Barrick Gold 
retreated 70 cents to C$30.90. 

Northern Telecom gave up 
C$1,50 at C$88.50 while 
Philip Services tumbled 
C$1.95 to C$8.85 following a 
slide into the red for the first 
quarter. 


Sao Paulo slips further 


SAO PAULO stayed weak, 
adding to the previous ses- 
sion's 3.4 per cent shake-out 
with further losses. 

Traders said the govern- 
ment defeat in the lower 
house on its pension reform 
bill did little to help senti- 
ment on a day when Wall 
Street and the dollar contin- 
ued to move lower. 

Among blue chips, Eletro- 
bras fell 1.7 per cent to 


RS46.70 and Petrobras 1.7 per 
cent to RS2685Q. At midses- 
sion, the Bo vespa index was 
off 52 at 11,113. 

MEXICO CITY lost further 
ground as talk of a rise for 
US interest rates continued 
to sap sentiment 

The IPC index was 5-71 
lower at 4.933.84 at midses- 
sion, although trading vol- 
ume was described by bro- 
kers as light. 


Johannesburg falls again 


SOUTH AFRICA 

Shares in Johannesburg fell 
for the third day running 
with sentiment hit by weak 
bullion. At the close, the all- 
shore index was 66.1 lower at 
8.054.1. Colds did most or the 
damage. Randgold fell 40 


cents or 6.B per cent to R5.50 
as the bullion price fell back 
through the $300 level. The 
golds index ended off 2.6 or 
2.5 per cent at 993.8. 

Financials came off 1.2 per 
cent at 13,5252 but industri- 
als managed to edge higher, 
adding 92 at 9.7642. 


EUROPE^ 

Another strong day for 
Peugeot and a surge for 
Society G6nerale helped 
cushion a downturn in 
PARIS, where investors 
spent most of the session 
tracking the dollar and debt 
markets. The CAC 40 fin- 
ished 41.09 lower at 3,906.36. 

Renault fell FFr6.80 to 
FFr299.70 on profit-taking, 
but Peugeot did its best for 
motor industry consolidation 
hopes, adding FFr20 to 
FFr1,132 for a two-day 
advance of 62 per cent 

Motor components leader 
Valeo shed FFr34 to FFr563 
on worries about the possi- 
ble loss of valuable supply 
contracts with Chrysler now 
that the US group has 
agreed to merge with Ger- 
many’s Daimler-Benz. 

Axa-UAP and LVMH were 
also among the heavy lasers. 
The former fell FFr31.00 to 
FFr705 and LVMH FFr52.00 
to FFrt.190. 

SocGen surged FFr84 or 
62 per cent to FFr1281 fol- 
lowing an upbeat annual 
meeting statement from 
chair man Daniel Bouton and 
subsequent broker upgrades 
for the shares. 

Alcatel Alstbom added 
FFr10 at FFrl.179 after Salo- 
mon Smith Barney raised its 
12- month target price to 
FFr1,50 0. 

FRANKFURT continued to 
send Daimler-Benz motoring 
ahead, but the broad market 
was lower at the end of elec- 
tronic trade, pulled down by 
weakness in Wall Street mid 
Tokyo. The Xetra Dax index 
lost 99.73 to 5,164.89. 

Daimler put on another 
DM6.60 to DM200 after hit- 
ting an all-time high of 
DM217 as it confirmed its 
merger plan with Chrysler. 
VW was another winner, 
edging DM7 higher to 
DM1,448, but BMW tumbled 
DM94 to DM1.966. News that 
Vickers had agreed to sell 
Rolls-Royce Motor Cars to 
VW instead of BMW came 
after the market closed 

Deutsche Bank edged 
50 pfg higher to DM149.70 in 
response to strong first- 
quarter results. The bank 
also said that it would sup- 
port the Daimler-Chrysler 
merger plan and would be 
the biggest shareholder in 
the new group, with a stake 
of about 12 per cent. 

In the opposite direction, 
construction group Philipp 
Holzmann lost almost 6 per 
cent after announcing plans 
for a capital increase which 
included issuing a convert- 
ible bond to inject funds into 
its loss-making business. 
Holzmann, DM30 lower at 
DM491, said it planned a 
DM700m provision to shore 
up its property projects. 

Retailer Metro put on DMl 
to DM9320 as Deutsche Mor- 
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gan Grenfell raised its 20.35 at 1,14324. ABN Amro 
recommendation and set a and Fortis Amev both fell 
price target of DM125. more than 4 per cent, sliding 

DMG noted the strength of FI 2.40 to FI 4720 and FI 520 
the company’s cash and to FI 118.10 respectively, 
carry business and said that Unilever came off FI 520 at 


a restructuring had proved 
more dynamic than expec- 
ted. 

SAP gave up DM32.90 to 
DM907 after winning share- 


F1 146.50 while PoIyGram. up 
more than 12 per cent on 
Wednesday, lost 60 cents to 
FI 97.40 on profit-taking. 

Royal Dutch surged to 
FI 117.40 following greater 


holder approval for manage- 
ment changes, a possible earnings resilience than 


capital increase and share 
buy-backs. 

ZURICH turned lower as 
resurfacing concerns about 
Asia, a softer dollar and Wall 
Street’s weak start took a 


expected for the first quar- 
ter. but even here the broad 
run on sentiment proved too 
much and the shares ended 
off 50 cents at FI 11320. 

In second-liners, Boskaiis 


tolL The SMI index lost 742 jumped FI 1.10 to Fl 34.30 


to end at 7236.6. 

Nestle, 14 per cent higher 
on the week after the group 
unveiled first-quarter sales 
figures, gave up SFr44 to 
SFT3.006. 

Bank Julius Baer said it 
remained positive on Nestle 
but the shares were overval- 
ued. The bank added that 
while its results were good, 
they were in line with expec- 
tations when adjusted for 
calendar quirks. At the same 
time, CS First Boston 
trimmed its earnings esti- 
mates but maintained its 
buy recommendation on the 
stock. 

The pharmaceuticals sec- 
tor came in for profit-taking. 
Novartis lost SFr26 to 
SFr2.479 and Roche certifi- 
cates fell SFr215 to 
SFrl5205. 

Financials gave up early 
advances to close lower. UBS 
fell SFrl2 to SFr2270 and its 
merger partner, SBC. was 
SFr7 weaker at SFr55L 

A SFr37 tumble in ABB to 
SFY2.53S was attributed to 
renewed worries about the 
company's Asian exposure. 

Against the trend, watch- 
maker SMH extended its 
string of gains, rising SFr23 
to SFrl.069 on the back of 
speculation about a possible 
share buy-back. 

AMSTERDAM continued 
to slide in the face of dollar 
weakness and another bad 
day for bonds. There was 
widespread talk of a immi- 
nent rise for Dutch interest 
rates and financials were 
ominously weak. 

The AEX index ended off 


after the dredging group pre- 
dicted profit gains of at least 
10 per cent this year. 

MADRID ended 2 per cent 
lower in thin trading, with 
the general index down 18.54 
to 852.04. Weakness in over- 
seas markets, including the 


early setback on Wall Street, 
depressed sentiment Inves- 
tors sold blue chips, with 
Endesa, the electricity group 
due to be fully privatised 
this month, down PtallS or 
3.1 per cent to Pta3295. Tele- 
fonica dropped Pta90 or 1.4 
per cent to Pta6.220. 

MILAN fell almost 1 per 
cent on the Mibtel index, 
which ended 21S lower at 
23,517 in thin volumes. 

Enthusiasm over car 
stocks, triggered by the 
merger of Daimler-Benz with 
Chrysler, buoyed Fiat, which 
rose L285 or 2.9 per cent to 
L7.965. But elsewhere blue 
chip industrials lost ground, 
with Telecom Italia falling 
L180 or 2.2 per cent to 
L 13 ,290 and Eni losing L172 
to LI 1.718. 

COPENHAGEN ended a 
volatile day marginally 
higher as the the crown 
recovered some ground 
against the dollar. The KFX 
index closed up 1.06 or 0.5 
per cent at 235.81 amid thin 
trading ahead of today's 
national holiday. 

Overseas investors sold as 
nervousness ahead of the 
referendum on the EU’s 
Amsterdam, treaty later this 
month hit sentiment The 
leading loser was medical 
care group Coloplast which 
fell Dkr39 to DKr625. 
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The Manila stock market is 
reflecting the . uncertainty 
surrounding Monday's presi- 
dential election in the Philip- 
pines with a degree of vola- 
tility remarkable even by its 
own standards. 

A five-day pre-election 
rally that ended earlier this 
week included the biggest 
one-day gain in nine weeks. 
Then, on Wednesday, the 
index abruptly fell 2.5 per 
cent By the close yesterday, 
the market had declined fur- 
ther to 2.189-97. paring gains 
this year to 16 per cent. 

One key to the volatility Is 
the low daily turnover of 
500m-7G0m pesos, compared 
with levels last year of about 
2.5bn_ After heavy Inflows in 
the first quarter, particularly 
from the US, foreign funds 
have held back, waiting to 
see whether the ejections are 
conducted peacefully and 
then what will be the tone of 
the new administration. 

In their absence, local bro- 
kers have been driving the 
market. When the index 
leapt 2.7 per cent on Tues- 
day, ail but one of the for- 
eign brokerages in Manila 
were net sellers. 

The general view among 
investors that the elections 
will be honest and credible 
has lifted confidence, in 
spite of the prospects for 
Jose de Venecia, doe admin- 
istration bet and the stron- 
gest continuity candidate, 
appearing bleak. 

He has long lagged in the 
polls behind Joseph “Erap" 
Estrada, the populist 
vice-president and bugbear 
of the finanrial community. 
His campaign slogan Is 
"Erap for the poari”. 

However, the investment 
community would rather 
chance an Estrada presi- 
dency than see comprehen- 
sive vote-rigging (a feature 
of elections since the Marcos 
era) used to install Mr de 
Venecia, That, they fear, 
would raise the spectre of 
widespread civil unrest 

Assuming the country sat- 
isfactorily clears the elec- 
toral hurdle, the market will 
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have little to cheer about. 
Although the results season 
has, with a few exceptions, 
proved that the Philippines 
has suffered less from the 
Asian crisis than its neigh- 
bours - Philippines growth 
is forecast to slow to 2.4 per 
cent compared with a con- 
traction of z per cent for 
Thailand and Indonesia - 
analysts expect more nega- 
tive fall-out throughout the 
year. 

“Whatever happens in the 
elections, the Asian crisis is 
still there,” says Ramon Gar- 
cia, president of Diversified 
Securities, a local broker. 

“Some companies have not 
come to terms with It and 
we expect another four or 
five big bankruptcies and 
definitely a lot more among 
smaller companies. And then 
you have external factors 
tike Indonesia and Japan to 
worry about” 

At these levels, the market 
is trading on a forward mul- 
tiple. based on 1998 earnings, 
of about 17 times. Analysts 
recommend blue chips such 
as PLDT, Benpres and Ayala 
i-irnl but .say there is little 
to get excited about at these 
valuations. 

With three days left to 
polling day, there have 
already been at least 17 elec- 
tion-related deaths. It is not 
just the market that will 
breathe a sigh of relief if 
May 11 passes off peacefully. 

Justin Marozzi 


Rupiah’s drop lifts Jakarta 


ASIA PACIFIC 


JAKARTA bounced more 
than 5 per cent od technical 
buying prompted by the 
rupiah’s sharp decline 
against the dollar. 

The composite index 
gained 22.15 to 436.78 but 
sentiment remained weak on 
growing concerns over 
whether the government 
would be able to control the 
riots and looting in northern 
Indonesia. 

The rupiah was down 
more than 10 per cent at one 
stage, but the currency 
rebounded after the central 
bank raised interest rates. 

Blue chips with overseas 
listings were bought by for- 
eign arbitrageurs as the 
rupiah declined. Telkom rose 
Rpsoo or 21 per cent to 
Rp3.425 while Indosat. the 
telecom services group, 
gained RpLBOO to Rpi2350. 

TOKYO fell again on dis- 
couraging corporate news 
and the weakening yen, but 
there was support just above 
the key 15.000 level, writes 
Bethan Hutton in Tokyo. 

The Nikkei 225 Average 
fell to 15.020.05 in early after- 
noon before bouncing back 
to close at 15.143.03. down 


Hong Kong 

Hang Seng index f 000) 
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100.81 or 0.7 per cent. The 
high was 15.244. 10. The 
broader-based Topix Index 
slipped 10.79 to 1,189.87. 

Domestic pension funds 
are expected to start buying 
strongly if the Nikkei falls 
below 15.000. and traders 
said there were large num- 
bers of buy orders already in 
place below that level For- 
eigners continued to sell. 

Car makers were hit by 
news of the Daimler-Benz/ 
Chrysler merger, which is 
seen as signalling tougher 
competition In overseas mar- 
kets. Toyota Motor fell Y50 
to Y3.380. Honda Y6Q to 


Y4.710, and Nissan Motor 
Y22 to Y385. but Mitsubishi 
Motor firmed Yl to Y338. 

Nissan, under selling pres- 
sure since announcing two 
weeks ago that its profits 
were likely to have dropped 
by SO per cent in the last 
business year, was the day’s 
most heavily traded share. 

Volume remained thin in 
the aftermath of the Golden 
Week public holidays at 
about 360m shares. The few 
positive sectors included 
mining , iron and steel and 
rubber. 

In Osaka, the OSE index 
dropped 186.36 to 16,026.65. 
with 7m shares changing 
hands. 

HONG KONG fell 1.4 per 
cent to its lowest level since 
late January as investors 
were unnerved by weak 
regional markets and the 
!ack of any news to inspire 
buying. The Hang Seng 
index finished 137.21 down at 
9.971.93, up from a low of 
9,842.48. 

Reports, later denied, that 
an official of China's central 
bank had predicted 
increased pressure for a 
devaluation or the r enminb i 
in the second half of 1998, 
due to the impact of the 


financial crisis on China's 
exports added to the gloom. 

SINGAPORE pared early 
losses to close with the 
Straits Times index off 19.90 
at 1,42860 after touching a 
low of 1,399.61. Bank stocks 
fell after OCBC warned of 
possible further substantial 
provisions this year. 

SEOUL swam against the 
tide, closing slightly higher 
as conglomerate restructur- 
ing plans shored up invest- 
ment The composite index 
closed 3.24 higher at 379.47, 
putting an end to three 
straight losing toys. 

LG Group, the country's 
fourth largest conglomerate, 
said it aimed to cut the com- 
bined debt-to-pquity ratio of 
its affiliates by the end of 
1999. 

It expects to see a com- 
bined $l.lbn worth of foreign 
investment deals with its 
units by June. 

Hyundai Group, the coun- 
try's largest conglomerate, 
said it would raise $8.5bn of 
foreign capital by 2002 
through selling subsidiaries, 
joint ventures, transferring 
businesses and overseas 
bond offerings. Hyundai 
Engineering & Construction 
gained Won210 to Won5,5l0. 
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OKUNAKY GENBAL MEETING OF SHARBKX0EBS 

of Raiffeisen Zenfralbanfe dstemeich AG to be held on Tuesday, June Id, 1 998 at 1 1 .00 a.m. in 1030 Vienna, Am Stacftpark 9, 
a Raifieiseiuoai a (ground-floor) - 

AGENDA 

1/ Presentation of the Annual financial Accounts, the Business Report of the Board of Management and the Report of the Supervisory 
Board, as well os of the Consolidated Financial Accounts and the Consolidated Annual ReportlbrthefiscaJyeor 1 997 

2/ Resolution on die distribution ofthe net profit 

3/ Resolution on the release from liability of the members of the Board of Management and of the Supervisory Board 
4/ Resokition cm the remibursemertf ofthe members of the Supeivisory Board 
5/ Section ofthe auditors for the fiscal year 1999 
6/ Section af the members of the Supervisory Board 
7/ Miscellaneous 

Shareholders shall be entitled to attend the Meeting upon presentation of a certificate of deposit evidencing the deposit of their 
shares or interim certificates with an Austrian notary public or with an Austrian or foreign bank. The deposit must be effected not 
later than JuneQ. 1998 pursuant to Section 18 of the Articles of Association, 

The voting power of the shareholders corresponds to the nominal value ofthe shares. 

In case votes are exercised by proxy, a written proxy is required which shall be retained by the company. 

Holders of B Raiffeisen-Vermdgensanteile Q are entitled to attend the Ordinary General Meeting. They shall have to prove their right 
to attend in the same manner as the shareholders by analogy to Section IB of the Articles of Association. 

The Annual Financial Accounts can be inspected of the seat of the company in 1030 Vienna, Am Stocfapark 9, during a period of 
1 4 days prior to the General Meeting of Shareholders. 
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concerning the Annua! financial Accounts for the fiscal year 1997 to be held on Tuesday, June 1 6, 1998 at 10.00 a.m. in 1 030 
Vienna, Am Stodtpark 9, 9ih Floor, Conference Room B. 

Holders of ”Raiffeisen^Venndgensante/1e B are entitled to attend this briefing. They shall have to prove their right to attend in the same 
manner as the shareholders by analogy to Section 1 8of the Articles of Association. 


Vienna < May1998 
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Five countries have crossed the 
threshold to start negotiations for 
entry into the EU, writes Kevin Done 

Pace quickens on 
the long, hard road 
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For the first time since the 
beginning of the transition 
from a command to a market 
economy in eastern Europe 
the region, including the for- 
mer Soviet Union, has 
returned to growth. 

A period of sustained eco- 
nomic expansion beckons for 
the future, but it has been a 
long, hard road since the col- 
lapse of communism. After 
four years of recovery only 
Poland. Slovenia and the 
Czech Republic are expected 
to reach a level of gross 
domestic product this year 
higher than in 1989, having 
overcome the painful eco- 
nomic contraction of the 
early transition years. 

The return to overall 
growth last year follows the 
end of recession in Russia, 
which registered its first 
year of positive growth in 
1997. 

In central and eastern 
Europe growth slowed 
slightly to 3.5 per cent, 
because of the severe set- 
backs suffered in Romania, 
Bulgaria and Albania, as 
well as the sharp slowdown 
in the Czech Republic. How- 
ever. the pace is picking up 
again modestly this year, 
driven by Poland, Hungary, 
Croatia and the Baltic states, 
which all expect to achieve 
growth of around 5 per cent 

Progress across the region 
has become increasingly 
uneven, and while many 
countries have succeeded in 
stabilising their economies, 
achieving growth and much 
lower inflation, the second 
laborious and painstaking 
phase of transition, namely 
building the institutions and 
practices of a market econ- 
omy. is proving much more 
demanding. 

Nearly nine years after the 


collapse of the Berlin Wall a 
landmark has been reached 
In recent weeks, with the 
five most successful reform 
countries of central Europe 
and the Baltics, finally cross- 
ing the threshold to start for- 
mal negotiations for entry 
into the European Union. 
Three of these first-wave 
countries - Poland, Hungary 
and the Czech Republic - 
are already on course, too, to 
join Nato next year. 

Central Europe's economic 
links with the EU are 
already close following the 
successful integration of the 
regions' trade in the past 
decade. More than 70 per 
cent of the imparts of the 
Czech Republic, Poland and 
Hungary now come from the 
EU, while more than 60 per 
cent of their exports go to 
those EU states that are due 
to enter economic and mone- 
tary union with the launch 
of the euro currency in Janu- 
ary 1999. 

Most of the foreign 
exchange reserves of the 
central European countries 
will be held in euros. And 
the new currency should 
simplify inter-regional trade 
with more transparent pric- 
ing, tendering and customs 
procedures. 

The eastward enlargement 
of the EU is the most ambi- 
tious expansion the Euro- 
pean Union has yet under- 
taken, and the entry 
conditions now confronting 
the total of 10 applicant 
countries will dominate the 
reform agenda in central 
Europe and the Baltics for 
much of the coming decade. 

They will also deeply influ- 
ence the pattern of Invest- 
ment in the region with 
huge sums required to build 
the economic infrastructure 


of telecommunications, 
transport networks,' energy, 
water and waste treatment 
required to serve the needs 
of a modern market econ- 
omy. The infrastructure 
investment needs of the 10 
EU candidate countries 
alone have been estimated at 
more than EculSObn 
($196-2bn). 

Many of the fundamental 
institutional reforms that 
are urgently needed to build 
modern market economies 
and to close the wealth gap 
on the west, must be carried 
out, however, regardless of 
whether the countries are 
candidates for the EU. The 
Spill-Over from the financial 
turmoil in eastern Asia in 
recent months has shown 
clearly that it is the fast 
reforming countries that are 
best able to cope with 
sixains in the global finan- 
cial system. 

The lessons of the Asia cri- 
sis will be high on the 
agenda of bankers and finan- 
cial officials gathering this 
weekend for the annual 
meeting of the European 
Rank for Reconstruction and 
Development in Kiev. 

The volatility in Asia has 
intensified the focus of 
financial markets cm those 
countries in eastern Europe 
that are most dependent on 
foreign capital . flows to 
finance significant govern- 
ment budget or current 
account deficits. 

By and large the region 
has survived fears that 
Investors might withdraw 
capital from emerging mar- 
kets in general. But coun- 
tries such as Russia and 
Ukraine, that depend on for- 
eign portfolio investors to 
finance structural budget 
deficits, remain most vulner- 
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FDI INFLOWS (cumulative) 1989-1997 

Central/eastem Europe 
and the Baltics 
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able to a possible withdrawal 
of foreign capital 

The EBRD warns in its lat- 
est tr ansi tion report that the 
countries of eastern Europe 
and the former Soviet Union 
“will need to renew efforts to 
keep their external balances 
under control, particularly 
through prudent fiscal man- 
agement, and lean the les- 
sons on exchange rate and 
debt management that the 
Asian crises provide”. 

Financial sector reform is 
a vital ingredient Countries 
such as Hungary and Poland 
where the drive for bank pri- 
vatisation and the develop- 
ment of capital market 
reforms has been strongest - 
they are also leading the 
way in pension and social 
benefit reform - are already 
reaping the benefits. 

By contrast, in countries, 
where financial sector 
reform has been neglected, 
banking systems are still 
burdened by bloated portfo- 


lios of non-performing debt 

Business expansion is 
being severely hampered by 
high interest rates and there 
is an absence of long-term 
finance in particular for the 
small and medium-sized 
enterprises most needed to 
fuel private sector growth- 
Where financial sector 
reform lags, promising 
investment opportunities are 
often stifled at birth, says 
the EBRD study. 

Bank privatisation is 
incomplete in all countries 
of the region except in Hun- 
gary and Estonia. Poland is 
catching up with two large 
privatisations completed last 
year, however, and the start 
of the sell-off of the coun- 
try’s largest bank is due 
later this year along with 
some smaller privatisations. 

The Czech Republic’s 
belated move to sell off the 
large state stakes remaining 
in the country’s leading 
banks has been held up by 


the prolonged political crisis 
triggered by the collapse of 
the country’s centre-right 
government late last year. 
Most polls suggest omi- 
nously that next month's 
election will fail to provide a 
clear victor, and political 
wrangling will most proba- 
bly cause a further postpone- 
ment of bank privatisation. 

Some reforms have been 
carried out despite the politi- 
cal upheaval, however, and 
the long-awaited establish- 
ment of a securities and 
exchange commission should 
go same way to answering 
investors’ concerns about 
the lack of transparency and 
the poor liquidity of the 
Czech stock market. 

In Russia the process of 
consolidating the banking 
sector is under way witb 
many small, unprofessional 
banks having their licences 
withdrawn by the central 
bank- More than 300 licences 
were revoked last year, and 


a similar number is expected 
to be taken away this year. 
But the country is still far 
from having a solid, well 
capitalised banking system. 

The EBRD estimates that 
if internationally accepted 
rules on loan loss provisions 
and write-offs were properly 
applied none of the countries 
of the former Soviet Union, 
with the exception of Russia 
itself, would have an entire 
banking sector even 
approaching the size of a 
medium-scale western bank. 

Alongside financial sector 
reform, much remains to be 
done to improve governmen- 
tal. legal and regulatory 
frameworks, which often act 
as a deterrent to an even 
higher flow of foreign direct 
investment into the region. 
Foreign direct investment 
into the entire region 
jumped to around $17.lbn 
last year from $13bn in 1996 
led by high commitments in 
particular to Russia, Hun- 


gary and Poland. 

The wide variety of priva- 
tisation methods used in 
eastern Europe and the Com- 
monwealth of Independent 
States has resulted in poor 
corporate governance, and 
has often led to extensive 
insider control and a lack of 
transparency in ownership. 

Insider ownership remains 
dominant in the majority of 
Russian companies and 
incumbent management 
“has typically remained hos- 
tile to outside shareholders 
and foreign investors", 
according to the EBRD. 

As companies increasingly 
need fresh funds to finance 
modernisation and restruct- 
uring in the wake of privati- 
sation. improvements in cor- 
porate governance must be 
made witb a growing 
demand for high standards 
from capita] markets 
including institutional inves- 
tors. But it will be a long 
baul. 
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competent on-site financial 

partner. 

With subsidiaries and branches In more than 30 key 
business centers, HYPO-BANK Is a powerfnl presence In 
Hungary, the Czech Republic, Poland and Slovakia. Giving 
yon a solid base from which to tap a promising market, 
we support your activities with a broad range of financial 
services. Prompt domestic and International payments 
transactions, for instance, capital Investment, as welt 
as substantia! expertise h) the regional industrial and 
property markets. Mot to mention valuable contacts teir 

yonr entrepreneurial investments. . 

Further Information: Fax ++* 9 89/9244 4992. 
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The Strongest Czech Bank with the Partner 
from the Land of the Rising Sun 

As an important partner Nomura International acquired a stake in IPIj 
in 1 Vi!lS to term the largest Czech private hank with international know-how. 
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IXYESTICM A P0ST0YM BANKA, a.s. * Senova/ne nam. 32 • £ 0. BOX 819 *\U 03 Praha 1 
• Czech Republic * Plume: 420/2/22 04 H 11 - Telefax: 420/2/24 24 40 35 * E-mail: 
infoiU ipb.t'z * Internet: http:// wuiv.ipb.cz • Tvlvv: 123 113 invb r. 122 450 invb c * SWIFT: 
I .VBA CZ PP * TpWram: IXVESTBAXK PRAHA 
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RUSSIA AND CIS • by Anthony Robinson 


Five in talks to 

join the club 


The Commission 
has pencilled in 
2002-3 as the 
entry date for 
new EU members 

The historic process of 
enlargement of the European 
Union eastwards into the 
former Soviet bloc countries 
is finally under way. 

Negotiations on EU mem- 
bership have begun with five 
central and eastern Euro- 
pean candidates: the Czech 
Republic, Hungary. Poland. 
Estonia, and Slovenia. Five 
more countries are waiting 
in the wings: Latvia, Lithua- 
nia, Bulgaria. Romania, and 
Slovakia. 

The European Commission 
has pencilled in 2002-3 as the 
entry date for the first wave 
of new EU members. That is 
almost 15 years after the fall 
of the Berlin Wall For the 
laggards it could be 2010. 
Compared to the snail's pace 
of political integration, eco- 
nomic integration in terms 
of trade and Investment is 
moving ahead much faster. 

Yet the EU musL put Its 
own house in order before it 
can absorb new members. 
This means st rikin g a deal 
on reforms relating to the 
Common Agricultural Pol- 
icy, the budget and spending 
on poorer regions - the 
package known as Agenda 
2000 . 

These reforms imply politi- 
cally painful but relatively 
modest changes in the ETlTs 
annual Ecu90bn ($98.1 bn) 
budget - a mere 1.25 per 
cent or EU GDP. Yet without 
changes in policy, the admis- 
sion of poorer, farm-inten- 
sive countries in central 
Europe would bust the 
Union's budget. 

Tbe EU must also com- 
plete the unfinis hed business 
of the Treaty of Amsterdam. 
This means overhauling the 
Union's institutions and 
decision-making to achieve a 
better balance between 
smaller and bigger countries 
- a crucial issue because the 


candidate countries are rela- 
tively small countries, with 
the exception of Poland and 
Romania. 

Nobody expects a break- 
through in the Agenda 2000 
negotiations until after tbe 
German general election in 
late September. The Bonn 
government's campaign far 
lower budget contributions 
and the strength of the 
Bavarian farmers’ lobby are 
symptomatic of the difficul- 
ties. So is the Spanish and 
British campaign to protect 
their own generous levels of 
regional aid from Brussels. 

The Labour government in 
Britain must reconcile its 
desire to protect existing 
privileges while defending 
its core foreign policy goal of 
eastern enlargement. The 
dile mm a is acute because 
the British claim they are 
being treated unfairly as the 
fourth poorest EU member. 
Such pauper talk flies in the 
face of the official message 
that Britain is an economic 
leader in Europe. 

Until there is a compre- 
hensive deal on Agenda 2000 
- say in late 1999. 2000 or 
early 2001 - tbe real negotia- 
tions on the terms of acces- 
sion for the eastern candi- 
dates cannot begin. Indeed, 
many complain that their 
preparations for membership 
are made more difficult 
because they do not know 
exactly what Union they are 
jo inin g. “The goalposts are 
always moving,” says one 
eastern European diplomat. 

After the official launch of 
negotiations at the end of 
March, the next step is to 
scrutinise in minute detail 
how far each candidate 
meets the rules and obliga- 
tions of membership, tbe 
so-called acquis comrmmau- 
laire. 

Tbe acquis bas developed 
steadily since the 1957 
Treaty of Rome and runs to 
around 80.000 pages. It cov- 
ers issues ranging from 
banking laws, competition 
policy, state aid, veterinary 
inspection standards, to 
frontier controls - all of 


which are necessary to com- 
ply with the single market 

Perhaps the most taxing 
challenge for each of the 10 
central and eastern Euro- 
pean candidates is to make 
sure that the new legislation 
can be enforced. This will 
require a quantum leap in 
the efficiency of public 
administration - never one 
of the strong points of the 
previous communist 
regimes. Hie job is harder 
because the best and the 
brightest are often more 
attracted by the private sec- 
tor. 

Still, preparation is cru- 
cial The European Commis- 
sion has drawn up detailed 
road maps for each of the 10 
central and eastern candi- 
dates. They are called acces- 
sion partnerships. Each 
year, the Commission will 
report on progress. 

This means that those 
countries that narrowly 
missed out on the list of 
front- runners in 1997 have a 
chance to catch up later. 
Already, Commission insid- 
ers are predicting that the 
two disappointed Baltic 
states of Latvia and Lithua- 
nia will put up a huge fight 
to be included in the front 
five at the end of this year. 

Most insiders in Brussels 
consider that Hungary is 
perhaps the most advanced 
in membership preparation, 
followed by a (slightly wob- 
bly) Czech Repubic, Slo- 
venia, and Estonia. Despite 
impressive growth rates and 
a substantial political com- 
mitment to early member- 
ship, the Poles are strug- 
gling with internal disputes 
and rivalry between the 
president and the govern- 
ment over the negotiating 
team. 

Of course, Poland has pow- 
erful friends, particularly in 
neighbouring Germany. But 
the size of its papulation and 
its bloated agricultural sec- 
tor make membership more 
complicated. “Small prob- 
lems in Poland will always 
be bigger than small prob- 
lems in other countries.” 



Growth is a piebald horse 


Hanc van dan Break: Pofah 
problems are always bigger 

says Hans van den Broek, 
the Dutch commissioner in 
charge of enlargement. 

Among the weaker coun- 
tries, the most troublesome 
candidate is Slovakia - the 
only country which failed to 
meet the political conditions 
for opening negotiations 
with the EU. Despite its rea- 
sonable economic perfor- 
mance, the country is hob- 
bled by its treatment of the 
Magyar minority, the strong- 
arm tactics of Vladimir Mec- 
iar, the prime minister, and 
the activities of the internal 
security services. 

The Slovak opposition 
hopes that if it can win a 
majority in the September 
general election, the political 
hurdle to opening member- 
ship negotiations would fall. 
But Commission officials are 
privately doubtful whether a 
new government has enough 
time to pass the necessary 
reforms and show that they 
are workable - assuming, of 
course, that Mr Meciar 
emerges as loser. 

Bulgaria and Romania are 
the laggards in terms of eco- 
nomic performance. Brussels 
officials are particularly wor- 
ried about the failure of the 
Romanian government to 
push through reforms. Bul- 
garia, which experienced a 
serious crisis in 1996, has 
made big efforts to adjust 

The Commission argues 
that there is a direct link 
between the candi dates’ per- 
formance in attracting for- 
eign investment and their 
willingness to embrace eco- 
nomic reform. Countries 
such as Hungary have done 
far better than Romania. 
This process is likely to con- 
tinue as the accession pro- 
cess accelerates and the 
remaining barriers to trade 
fall away. 


The future 
requires efficient 
and incorrupt 
local and central 
administrations 

It is hard to think of any 
other economic system 
which invested so much and 
so badly for so long and with 
such awful end results as 
the Soviet one. Neither is it 
easy to think of any other 
system where the collapse of 
production to around 50 per 
cent of the previous level left 
millio ns of people better off. 

This is not only because 
lower output from filthy 
heavy industries and mili- 
tary plants has cut air and 
water pollution, but also 
because wealth-destroying 
economic activity bas been 
curtailed and bflUons of dol- 
lars once spent on imports of 
military-related production 
equipment or was tef ally - 
used grain are now available 
to purchase high quality 
food and consumer goods. 

A large, and statistically 
under-reported, expansion of 
services of all kinds has also 
helped to fill in the yawning 
gaps which once made 
Soviet life so rigid and dull 
and the economy so clunky 
and unresponsive. 

This may not yet be the 
conventional wisdom, or the 
picture which emerges from 
tbe official statistics. Neither 
is it confirmed by tbe daily 
life experience or the still 
bleak conditions of life for 
minions of former Soviet cit- 
izens, especially those in 
one-horse Soviet company 
towns no-one in their right 
mind would ever have built 
or gone to voluntarily. 

Much of the “capital" 
released by the liquidation of 
military and other stockpiles 
was funnelled abroad to safe 
havens by former party 
apparatchiks and senior mil- 
itary officers - fuelling a 
capital flight of epic propor- 
tions. 

But the former Soviet 
economy producing “goods” 
at half the rate of the 1980s 
now lives alongside a vigor- 
ous, albeit often distorted 
and poorly recorded private 
service and industrial sector 
which is chang in g the lives 


of millions of people. It is 
probably big and dynamic 
enough for Russia and some 
other former Soviet coon- 
tries to have re-started the 
growth mechanism. 

Growth is still a piebald 
horse, however. It is palpa- 
ble in places such as Moscow 
and some other big cities 
where dynamic mayors, gov- 
ernors or local businessmen 
have made the. crucial 
h uman difference. It is tenta- 
tive. hardly existent or 
enjoyed by a small minority 
in huge areas of this still 
vast country. 

Beyond Russia’s borders 
rising economic growth and 
prosperity In central Europe 
and the Baltic region, and 
tbe be ginning of oil and gas- 
related developments in the 
Caspian region and some 
western parts of former 
Soviet central Asia are all 
starting to improve overall 
economic prospects In the 
former Soviet world. 

The Baltic region, for 
example, includes the north- 
ern part of re-united Ger- 
many, Poland - the biggest 
and fastest growing of the 
central European states - 
and the Baltic states of 
Estonia, Latvia and Lithua- 
nia as well as the Nordic and 
Scandinavian countries. Few 
other regions in tbe world 
have such a steep cost-and- 
lncome gradient as that 
between east and west and 
between the northern and 
southern shores of the Baltic 
sea. The potential for trade 
and investment growth in 
the region is immense and, 
as a recent summit meeting 
of the council of Baltic Sea 
states in Riga, the Latvian 
capital emphasised, could 
help spur a development cor- 
ridor running from St 
Petersburg through Nov- 
gorod to Moscow itself. 

Meanwhile, the now inde- 
pendent states of central 
Asia and the Black Sea and 
Caspian regions are all 
slowly restructuring their 
former colonial-style econo- 
mies and creating more 
rational economic arrange- 
ments. They are starting to 
replace the Soviet model 
which deliberately made all 
of the former Soviet states 
helplessly dependent on 
parts or supplies from facto- 
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ries or suppliers often thou- 
sands of kilometres away. 

Kazakhstan, for example, 
is now studying oil and gas 
pipelines which would trans- 
port energy across the coun- 
try in a west-east direction 
and on to China. The twofold 
aim is to break its depen- 
dence on oil from Russia for 
the refineries and cities in 
the east of this energy and 
resource-rich country and 
diversify its trade by raising 
exports to China. 

Ukraine, too, is slowly 
grappling with the enormous 
task of re-orientating its 
trade and industry towards 
central Europe and south- 
ward to tbe Black Sea and 
Caspian regions. These also 
also have the potential to 
match the Baltic among the 
fastest growing regions of 
the 21st century. 

The reason is simple. 
Under the Soviet regime oil 
and gas development was 
concentrated in Siberia leav- 


ing vast areas of tbe Soviet 
Union either unexplored or 
undeveloped. Now the newly 
sovereign states from 
Ukraine to Turkmenistan 
are determined to take 
advantage of this former 
neglect and bring in foreign 
investors to develop and 
transport to market their 
national energy and other 
resources. In varying 
degrees all the former Soviet 
states, including Russia 
itself, are coming to terms 
with the fact that to attract 
and absorb tbe vast quanti- 
ties of foreign capital needed 
they have to create the tax. 
legal, institutional and atfi- 
tudinal conditions which 
global investors demand. 

What this amounts to is 
reconstruction of the state 
along totally different lines. 
The future requires the kind 
of efficient and incorrupt 
local, state and other admin- 
istrations which hardly 
existed in the past. 
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ENERGY - CASPIAN SEA AND CENTRAL ASIA • by Robert Corzine 
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INTERVIEW l 


An interview with 
Mr. Daniel Gladis, Chairman 
of Atlantik Financial Markets 
Early Election 
on the Horizon 


CL There will be an 
early parliamentary 
election held m the 
Czech Republic next 
month. What are the 


about the result? 

A Five months ago. when 
the Klaus government was 
forced to resign, the 
CSSD. (Social Democrats) 
were by far the strongest 
party approaching almost 
30° a of voter preferences. 
Since then, the political 
spectrum has changed 
significantly. The ODS 
(Civil Democratic Party j 
split into two parties when 
the Freedom Union (US) 
fed by Jan RumL the 
intenor minister in the 
Klaus government broke 
away. Klaus continues to 
lead the old ODS. The 
ODA the second of the 
coalition parties has tost 
almost ati support and 
now is far below the 5°t 
hurdle for parliamentary 
representation. The 
Christian Democrats 
(KDUl the third coalition 
party which many right 
wing voters blame for the 
toll of Klaus, are also 
losing ground in the polls. 
Meanwhile the CSSD has 
made some political 
mistakes and suffered 
from a major corruption 
scandal. 

The overall result leaves 

the CSSDas the strongest 
party, but with only ah We 
more than 20% support. 
The ODS is enjoying 
something of a recovery 
and stands at around 
17%. The US has 11%. 
the KDU 6% and the ODA 
seems to be virtually deed. 
The currant ruling coali- 
tion is thus very close to 
obtaining a majority. 

Q- What if the current 


over SO%? What are 
the other options? 

A There could be a 
minority government with 
or without the CSSD. or 


a so called "grand 
coalition ' including die 
Social Democrats but it is 
doubtful that either of 
these options could work 
in practice. There could 






also be some kind of 
technocratic government 
similar to what we have 
now. with someone Eke 
Mr. Tosovsky as prime 
minister. Obviously, if an 
agreement cannot be 
reached, one cannot rule 
out a new election. In any 
case, the rate of President 
Havel wilt be critical and 
his recent health 
problems reminded 
investors of how fragile 
stability can be in post 
communist countries. 

Q. What can investors 
expect from a now 
government if it 
includes the Social 


A WbH. I wish /knew. Ido 
understand that investors 
are worried about A. The 
policy of the Soda! 
Democrats is not very 
clear end their statements 
about stopping or recon- 
sidering privatization, 
budget deficit financing of 
up to 3% of GDP. import 
surcharges, or state 
guaranteed loans for 
certain businesses 


understandably bring 
more nervousness to the 
market However, /suspect 
that if they come to power 
the pressure of an indepen- 
dent centra! bank and 
economic reality would 
force them to foffow 
policies which wiB not 
be much different from 
those of the present 
administration. 

Q. The Czech Republic 


of the capital ma rk et . 
Are there any 


A l can see two major 
systemic or structural 
improvements. One. the 
Czech SEC has been At 
place since April P and. 
although many people, 
including the SEC itself, 
are complaining about the 
Emits of the SBCs powers, 
it is stiff really a major step 
towards better regulation 
of the market and it has 
already started to take 
action. Two. an amend- 
ment to the investment 
companies and investment 
funds law was passed last 
month. This law. amongst 
other things, reputes aff 
funds to open-end before 
the end of the year 2002. 

In the meantime, funds 
with high disco unt s must 
open-end tsarBer. The funds 
must also reduce their 
investment stakes in 
individual companies from 
20% to 11% tjfvQthg 
rights. This law, together 
with the new banking law 
approved last year, cuts 
into the notorious vicious 
drde where banks have 
a large influence on funds. 
(Finds own big stakes in 
companies and companies 
borrow from the banks.) 
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ers and oil executives say unlock substantial actual closely to see how quickly it Company (AIOC). as a hub for oil and natural 

will be required to develop investment, although many will be implemented, espe- AIOCs success in achiev- gas transport routes from 

the region’s energy reserves analysts expect a sharply ris- daily as it may require ing early production was one the region. 

and to bring them to world ing expenditure trend over , 

markets, and “a wall of the next five years or so. 
money” is what the region's Some estimates of interna- 
goveraments expect to reap, tional investment in the 
The big question is region's main energy produc- 
whether the first “wall” will ers over the next 7-10 years 
materialise to make the sec- are as high as S60bn. 
ond “wall" possible. On the Much will depend on how 


Agreements have 
been signed 
aimed at drawing 
in tens of billions 
of dollars 

One phrase reverberates 


of the keys to unlocking a 
slew of other deals, most of 
which involve longer-term 
exploration of Azerbaijan's 
offshore areas. The govern- 
ment of President Haydar 


surface that seems possible. 

Over the past 18 months 
countries in the region such 
as Kazakhstan, Azerbaijan 
and Turkmenistan have 
signed numerous intema- 


quickly the big deals sig ned 
over the past year bear fruit 
In Kazakhstan the main 
deals to watch are the North 
Caspian exploration project 
involving a consortium of 


tional agreements aimed at some of the world's biggest 
drawing in tens of billions of oil companies, and the Kara- 
doDars. cha ganak gas condensate 

The presidents of all three field, which groups British 
countries have travelled sep- Gas, Agip of Italy and Tex- 
arateJy to Washington DC to aco of the US. 
sign the most polltleally-sen- In addition, the flow of 
sitive and high profile deals energy-related investment to 
involving US companies. The Kazakhstan will depend in 
most recent such visit was part on progress by the eas- 
iest week, when President plan Pipeline Consortium in 
Saparmurat Niyazov of building the planned link 
Turkmenistan used the occa- between the Tengiz oil field 
sion of an official trip to - the single biggest foreign 
Washington to sign a broad- investment so far in the 
ranging oil deal with Mobil country - and the Russian 
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ciuama. this old Bulgarian 
saying stares that power 
conies with unity. 

in United Bulgarian Bank we 
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values. United Bulgarian Bank 
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Our principal shareholders are 
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We have a countrywide 
network of 95 offices through 
which we offer retail and 
corporate banking services in 
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In addition we also offer a full 
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operations, expertise in 
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red-time transactions, and 
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EQUITIES ■ by Vincent Boland 


-problems axe also to blame 
{ for lack of profits, and 
■whichever party wins the 
upcoming election will need 
to address them as a matter 
of urgency, observers agree. 

Russia's political crisis, on 
the other hand, initially 
heartened investors because 
saw the corporate sector of President Boris Yeltsin's 
report strong earnings -apparent commitment to 
growth last year, and the appoint a new government 
trend is expected to con- even more wedded to 
Unue. Analysts say the mar- reforms. But the p r o t racted 
hot offers ‘'safety, security, process of appointing a new 
liquidity and visibility”, four 'prime minister wasted valu- 
characteristics beloved of able time in crucial areas of 
Eastern Europe’s equity Investors. reform such as taxation and 

markets are rebuilding “The general perception is ■ privatisation, 
slowly after the shocks of that Hungary Is run by a Outside politics, investors 
Asia s financial crisis, very safe pair of hands." are quickly learning the 
Already this year Polish says Roger Monson, chief intricacies of Investing in 
shares have risen 20 per cent equity strategist at Daiwa ‘ Russia. Observers say the 
in dollar terms and Hungar- Europe. Companies such as structure of the market has 
ian shares by 6 per ceztL’Tbe Matav, in telecomm uni ca- gone from "terrible” to 
Czech and Russian markets tions. and Gedeon Richter, "had", with securities regu- 
are also showing positive in pharmaceuticals, have la tors at last damping down 
returns, although at much few rivals in the region, on the egregious behaviour 
lower levels because of polit- Earnings of the top 12 Hun- of some companies. Inves- 
ical problems. garian companies rasa by 55 tors are increasingly gnf w g 

Within the region, Hun- per cent last year; 1998 in with their eyes open, 
gary remains a firm favour- should see the trend, if not The Russian market was 
ite. The Budapest stock the absolute level, continue, hit hardest by the Asian cri- 
exc bangs has set the stan- Poland is also firmly in sis and the resulting sharp 
dard for others, with big. liq- investors’ sights, although fails in oil and commodity 
uid issues, a political com- the equity market has been prices on which the economy 
mitment to the reform and something of a disappoint- Is heavily dependent. How- 
privatisation process that meat up to now. The forth- ever, Russian share prices 
has not wavered despite coming flotation of TPSA, may have been riding for a 
changes of government, and the state telecommunica- sharp faGL Before the Asian 
a market watchdog firmly on tions monopoly, should give crisis, Mr Drinkall says, the 
the side of the investor. the Warsaw bourse a boost market bad risen too far, too 
Poland is following that that it has curiously failed to fast and a correction was 
example, and even in Russia get from earlier flotations of inevitable, 
there is praise far the mar- KGHM, the copper concern. The experience has left 
ket authorities, which have and Bank HantRowy. A flood investors, and Russian corn- 
made protection of minority of domestic flotations of panies, a little more sare 
shareholder rights an issue small companies has broad- guine. "When you have a 
in the teeth of the domina- aned the market's worth to booming equity market you 
tion of the country’s power- the economy but has yet to could bring anything Ros- 
ful business barons. Only add depth. sian to the market and it 

the Czech Republic, among "The Polish economy is would sefl. Now, it’s a much 
the four leading countries in ' growing strongly, but equity tougher game," Mr Drinkall 
the region, has failed to investors are disappointed notes, 
address adequately issues of by the lack of profitability Elsewhere, Ukraine "never 
transparency. and the proliferation of misses an opportunity to 

That apart, each country rights issues that has diluted miss an opportunity”, Mr 
needs to make its own shareholders,” says David Aserkoff says. Romania. 
Investment case, with vary- Aserkoff, emerging Europe however, may at last be 
ing degrees of success, equity strategist at Credit emerging from its long 
"Investors look at the region Suisse First Boston. “Poland hibernation. The recent 
from a country-specific doesn't have enough big political crisis was seen as 
rather than a sector-specific companies to attract interna- an opportunity for a new 
view, and Asia has cemented tional investors, but the approach to reforming the 
that approach.” says Tim direction is clear and will country’s troubled economy. 
Drinkall, head of emerging ignite more interest” In general, though, inves- 

Europe equity research at The story of the Prague tors have to be very dedi- 

Deutsche Morgan Grenfell, stock market is exactly the cated to put their money 
"One should not invest in a reverse of that of Budapest, into the region’s peripheral 
sector in Russia and apply Share prices are in the doi- markets, because they do 
the same criteria to Poland.” drums, undermined by polit- not have the liquidity or exit 
That approach has seen ical crises, the country’s stal- mechanisms of the more 
Hungary emerge on top. The led economy and the sophisticated exchanges, 
combination of a growing resulting poor profitability Tiny markets can double in 
economy and the depth of of Czech companies. But value very quickly, but get- 
the country’s reform process long-standing structural ting out often takes longer. 


Investors have to 
be dedicated to 
put their money 
into peripheral 
markets 
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BONDS * by Vincent Boland 

Borrowers queue up 


Apart from Russia, 
international bond 
issuance from 
eastern Europe 
is low 

In an ideal world. Russia 
might be the biggest bor- 
rower on the international 
capital markets because of 
its desperate need for capi- 
tal. Both central and local 
government and a host of 
companies have either 
already tapped the willing- 
ness of international inves- 
tors to buy high-yielding, 
high-risk Russian paper, or 
say they are planning to do 
so. 

The lucky ones got their 
offerings away before Asia's 
financial crisis struck last 
October. That development 
sent yield spreads soaring 
and dramatically increased 
the cost of capital for all 
emerging market borrowers. 
Since then the queue of issu- 
ers has been whittled down 
as potential candidates pul- 
led out. although many did 
so on the basis that issues 
had been postponed rather 
than cancelled. 

Last October, in the imme- 
diate aftermath of the Asian 
crisis, emerging European 
borrowers actually aban- 
doned the bond markets in 
favour of syndicated loans. 
The cost of straightforward 
borrowing did not rise as 
much as that of bonds, mak- 
ing the loan option attrac- 
tive. The most significant 
transaction was a syndicated 
loan of $3bn by Gazprom. 
The Russian gas giant pur- 
sued that transaction after 
cancelling a Slbn convertible 
bond issue, saying the loan 
was substantially cheaper 
than the bond. 

While Latin America 
accounted for more than 75 
per cent of emerging market 
bond trading in 1997, accord- 
ing to the Emerging Markets 
Traders Association, eastern 
Europe’s share has been 
growing rapidly and 
accounted for 15 per cent of 
the total market last year, a 
rise of 40 per cent on the 
previous year. 

Russia's bond issues, for- 
eign and domestic, account 
for the bulk of that market 
and will continue to do so 


because of the size of the 
market With high domestic 
interest rates, foreign inves- 
tors increasingly willing to 
take on Russian risk, and a 
credibly managed rouble 
exchange rate against the 
US dollar, analysts say the 
country should continue to 
have access to the capital 
markets and see its bonds 
finding buyers in western 
markets. 

Before Asia sent oil and 
commodity prices tumbling, 
Russia had built up its credi- 
bility in the markets with a 
number of successful issues. 
That credibility may have 
been further enhanced by 
the government’s decision to 
stay out or the markets in 
the first quarter of this year. 
And despite the crippling 
problems of unpredictable 
budget revenues and woeful 
tax collection, "an external 
debt default is implausible in 
the near future", according 
to a report in March by West 
Merchant B ank. 

Recent agreements with 
the Paris and London clubs 
of international lenders and 
a long-standing if occasion- 
ally tetchy relationship with 
the International Monetary 
Fund have relieved pressure 
on the government 

The risks involved in 
investing in Russian paper 
are still high, however, and 
this is reflected in the risk 
premium demanded by 
investors. Meanwhile, the 
political crisis sparked by 
President Boris Yeltsin’s 
sacking of the government 
has cast a pall that goes 
wider than Its own borders, 
according to Peter West, 
chief economist at BBV 
Latin vest "Russia has been 
hanging over the whole mar- 
ket for the past Tew weeks 
and has affected emerging 
markets even as far as Latin 
America.” he says. 

Apart from Russia, inter- 
national bond issuance from 
eastern Europe is relatively 
low. although several coun- 
tries in the region are 
attempting to establish 
benchmark eurobond issues. 
Within the region, the scale 
ranges from stable reforming 
countries such as Poland, 
Hungary and the Czech 
Republic, to acute disap- 
pointments such as Ukraine, 
which has been a graveyard 


for investors so far because 
of its failure to implement 
consistent reforms. 

Such dithering is costing 
Ukraine dearly. In February, 
it made its debut in the 
mainstream international 
bond market with a DM750m 
(5412m) offering priced to 
yield 1.200 basis points over 
German bunds, the most 
expensive Issue for a long 
time. The bond nonetheless 
found enough sympathetic 
investors for it to claim a 
success, partly because of 
the coupon or 16.2 per cent 
the bond carried. Bond mar- 
ket observers said that, 
expensive for the govern- 
ment as the issue was. any 
attempt to raise the money 
on the domestic bond mar- 
ket would have cost even 
more. 

The Ukraine issue high- 
lights one aspect of the 
global bond market that 
Asia did little to change - 
the never-ending search by 
western investors for higher 
yields. With yields on US 
and European bonds at his- 
toric low levels, anything 
that promises higher returns 
will find buyers if it is 
priced to reflect the risk 
involved in buying it. ana- 
lysts say. 

The Asian crisis has 
enabled European and US 
monetary authorities to post- 
pone interest rate rises that 
many had predicted were 
immin ent before the turmoil 
brake. Now, with the drop 
and commodity and oil 
prices, those rate rises may 
have been postponed fur- 
ther, because the prospect of 
deflation out of Asia has 
eased upward price pressure 
in other economies. 

That may be good news for 
borrowers from eastern 
Europe in the longer term, 
and is likely to eventually 
help reduce the cost of capi- 
tal, analysts say. Domestic 
bond markets at the moment 
remain largely the province 
of domestic investors, while 
currency risk is the main 
factor determining foreign 
investor interest. The focus 
now is on countries where 
interest rates have peaked or 
are headed downwards, with 
Poland the main area 
now that it has embarked 
on a round of interest rate 
cuts. 
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HUNGARY • by Virginia Marsh 


PROPERTY • bv Norma Cohen 


Austerity has paid off 


Analysts now 
expect annual 
growth of 5.5 per 
cent or more for 
this year 


democracy that the run-up 
to this weekend's elections 
has hardly caused any con- 
cern to investors. 

Such is the confidence in 
Hungary's ability to com- 
plete market-led reforms and 
join the European Union 
early next century that poli- 
tics, once ail- important, 
hardly seem to matter. 

This is mainl y because the 
governing Socialist Party, 
the former communists, has 
turned conventional politics 
upside down. After a wobbly 
start that unnerved inves- 
tors, the Socialists and their 
liberal coalition partners 
embarked on a Thatcherite 
reform programme that has 
drastically pared state 
spending, privatised most of 
industry, including the utili- 
ties. and established Hun- 
gary as the most advanced 
in the former East Bloc in 
reforming its economy. 

The party, under Gyula 
Horn, a former senior com- 
munist, has robbed the cen- 
tre-right opposition of much 


of its agenda and goes to the 
polls - tbe third free 
national elections since the 
collapse of communism in 
1989 - with a strong chance 
of winning power again. 

This is no mean feat given 
the initial unpopularity of 
the reform programme, mas- 
terminded by Lajos Bokros. 
then finance minister, and 
Gy orgy Suranyi. the highly- 
regarded central bank gover- 
nor, in early 1995. 

But the austerity has now 
paid off, after causing sharp 
falls in real wages and in 
domestic consumption and a 
slump in economic growth to 
1.5 and 1 per cent of gross 
domestic product in 1995 and 
1996. 

Last year, however, helped 
by an export-led revival. 
GDP rose by a higber-than- 
expected 4.-1 per cent and 
analysts now expect annual 
growth of 5.5 per cent or 
more for 1993. 

The external balance has 
improved sharply. The cur- 
rent account deficit, at 
$981m f$1.68boj was the low- 
est in central Europe last 
year and external debt - a 
serious problem just three 
years ago - has fallen to a 
level close to that of Poland 
and the Czech Republic. By 
January, the net foreign debt 
stood at $9.59bo, compared 
with some £&!bn in mid-1995. 

Merrill Lynch expects 


external debt to fall to 35 per 
cent of GDP this year, down 
from 59 per cent in 1994, and 
tbe gross consolidated public 
debt to fhll to 62 per cent - 
close to the EU target of 60 
per cent for EMU members - 
down Grom S2J» per cent 

The transformation of the 
economy has been underpin- 
ned by direct foreign invest- 
ment of some $I7bn since 
1989, out of an estimated 
$45bn for central and eastern 
Europe as a whole. Of the 
$17bn. $6bn-S7bn has come 
from participation in Hunga- 
ry's privatisation process, 
with a large chunk coming 
from the sale of stakes in 
electricity and telecoms utili- 
ties. 

On the macroeconomic 
side, one of the few blots on 
Hungary's record has been 
inflation which remains dis- 
appointingly high. There are 
concerns that, coming on top 
of strong .export and invest- 
ment growth, this could 
cause the economy to over- 
heat. 

Year-on-year consumer 
Inflation stood at 17.1 per 
cent in February, compared 
to 17.7 per cent in January, 
with tbe government target- 
ing an average rate of 14 per 
cent for the year. This is 
considered optimistic with 
the Organisation for Eco- 
nomic Co-operation and 
Development doubting the 


target will be reached. 

Tbe OECD, in its twice- 
y early world economic out- 
look, also warned rising con- 
sumption might hurt exter- 
nal balances. Spending 
restraint and tight monetary 
policy would be needed to 
maintain confidence and 
external balances, and to 
fight inflation. It said. 

It said risks to the econ- 
omy include “the extent to 
which actual wage increases 
will, in effect, remain moder- 
ate, as well as the strength 
of consumption demand and 
the size of the government 
deficit”. m 

Another concern is fiscal 
policy. In a recent report 
Merrill Lynch said "exces- 
sive fiscal expansion may be 
the biggest threat to Hunga- 
ry's economic development”. 
Employers' payroll contribu- 
tions remain high, at more 
than 50 per cent of wages, 
and although pensions 
reform has begun, the coun- 
try's expensive healthcare 
system remains a drain on 
the economy. The high taxes 
and still oppressive bureau- 
cracy are among the prob- 
lems most cited by foreign 
strategic investors. 

Meanwhile, high infla tion 
has sparked considerable 
debate over the crawling peg 
exchange rate regime. In 
mid-April the rate at which 
the forint was devalued was 



Gyorgy Suranyi: ma ste rminded 
the reform pro gram me 


0.9 per cent a month but a 
reduction to 0.8 per cent was 
thought imminent. 

Opposition parties say the 
system, introduced in early 
1995 as part of the reform 
package, should be scrapped 
as it is fanning; inflat ion- But 
Peter Medgyessy. finance 
minister, said recently the 
country could not afford to 
end the system before 2000. 

The macroeconomic suc- 
cess has been mirrored on 
capital markets, where for- 
eign interest has remained 
strong despite the Asian 
financial crisis. The BUX 
index of the Budapest Stock 
Exchange reached a high of 
&81S points In March, after 
rising S3 per rant last year to 
7,999 points. Roger Monson. 
chief equity strategist at 
Daiwa Europe Ltd, expects 
more modest growth in 1998. 
predicting the index will rise 
to 11,000, up 37.5 per cent. 


It is a sign of Hungary 's 

increased international 
standing and its maturing 


CZECH REPUBLIC • by Robert Anderson 

Sell-offs heighten interest 


Exports are 
now supporting 
a modest 
economic 
recovery 

The Czech Republic has long 
lost its sparkle as an invest- 
ment location but tbe gov- 
ernment is finally beginning 
to pursue foreign investors 
and address their concerns. 

The most impressive evi- 
dence of this is the privatisa- 
tion of what is the most 
developed hanking sector in 
the transition economies of 
eastern Europe. 

Two big banks have 
already been sold - Lnves- 
ticni a Postovni Banka (IPB) 
to Nomura, the Japanese 
investment bank, and .Agro- 
banka to General Electric 
Capital, the financial arm of 
the US conglomerate. Advis- 
ers have recently been 
appointed to sell the state's 
controlling stakes in 
Komercni Banka. Ceska 
Sporitelna and Ceskosloven- 
ska Obchodni Banka. 

The sales will not just 
interest foreign banks which 
have yet to break into the 
Czech market. They will also 
affect investors waiting for 
the banks' large industrial 
shareholdings to be put up 


for sale and for managers in 
these companies to be forced 
to restructure. 

Tbe banks' do minan t posi- 
tion as creditors and owners 
of large swathes of industry 
produced a build-up of non- 
performing loans and 
allowed poor management to 
stay in place on a drip-feed 
or credits, blocking foreign 
investors from arriving to 
recapitalise and radically 
restructure companies. 

This failure to restructure 
helped lead to the unsustain- 
able consumer boom and fee- 
ble trade performance which 
caused a currency crisis last 
May and a subsequent eco- 
nomic slowdown. 

Exports are now support- 
ing a modest economic 
recovery, although domestic 
consumption and investment 
remain subdued. Unemploy- 
ment is also rising from a 
low base but analysts see 
this as a healthy by-product 
of accelerated company 
restructuring. 

The currency crisis led to 
a thorough reassessment of 
the Czech economic model, 
which is only now being 
implemented. Among its 
results were the plan to pri- 
vatise the banks - the linch- 
pin of the model - and an 
end to the ideological resis- 
tance to capital market regu- 


lation. 

Foreign portfolio investors 
had been scared away from 
the stock exchange by the 
way listed share values bore 
little relation to real prices 
because deals were stitched 
up off-market at the expense 
of small and minority inves- 
tors. 

Last month a capital mar- 
kets regulator was finally 
established. Though it has to 
issue regulations through 
the finance ministry, the 
government appointed Jan 
Muller, a long-time critic of 
the capital markets, as its 
chairman and he has started 
work aggressively. 

The caretaker government 
is also pushing through par- 
liament a package of reform 
of banks and investment 
fUnds. which together with 
bank privatisation, will 
loosen their control of indus- 
try. Banks now cannot own 
more than 50 per cent of the 
shares of non-financial com- 
panies and investment funds 
cannot own more than II per 
cent (and must open-end by 
the end of 2002). 

These measures have been 
diluted in parliament but 
nevertheless should improve 
the liquidity of the stock 
market and accelerate the 
process of investment funds 
grouping together to sell 


large shareholdings to stra- 
tegic investors. 

“Reform is starting to hap- 
pen,” says Richard Wood of 
regional brokers Wood & Co. 
“But it is starting very late.” 

The currency crisis also 
helped remove the mental 
block against investment 
incentives, which are expec- 
ted to be introduced later 
this year. The former centre- 
right government under Vac- 
lav Klaus had insisted that 
the country did not need to 
offer incentives and that 
they would be an interfer- 
ence with the free market 

However, foreign invest- 
ment fell off in 1996 as priva- 
tisation stalled and the 
decline accelerated the fol- 
lowing year after the cur- 
rency crisis. The significance 
of this was highlighted by 
the strong exporting perfor- 
mance of foreign-owned com- 
panies such as Skoda, owned 
by Volkswagen, and the dif- 
ficulties Czech companies 
were experiencing restruct- 
uring without access to for- 
eign capital and expertise. 

This year could be even 
worse. Jan Havelka, head of 
CzechLnvest, the govern- 
ment's investment promo- 
tion arm, says: The Czech 
Republic is facing a drop in 
FDI for the third consecutive 
year. If we were fully com- 



kjvest'cnc sold to Japanese 
investment bank Nomura 

petitive we would not need 
these incentives.” 

Privatisation has also 
moved up the government 
agenda but little has yet 
been sold apart from the two 
banks. The government 
announced an ambitious pri- 
vatisation schedule in March 
but it is looking increasingly 
unlikely that much will be 
completed before the elec- 
tions in June. 

Despite the belated prog- 
ress in meeting foreign 
investors' concerns, much 
still needs to be dona The 
European Union has high- 
lighted the need for improv- 
ing the working of the 
bureaucracy and the court 
system, and foreign compa- 
nies still complain about 
customs procedures and the 
gaps in commercial law, par- 
ticularly in collecting debts. 


Crane counts mount 
as cash floods in 


Property 
development is 
transforming the 
skylines of most 
of the region 

In Warsaw, the talk is of 
crane counts. 

Once confined to highly 
developed, modern econo- 
mies, counting the number 
of cranes over new construc- 
tion sites Is becoming an 
pssontiai tool in understand- 
ing the investment markets 
in eastern and central 
Europe. 

Property development, 
mostly fuelled by western 
capital, is transforming the 
skylines of most or tbe 
region. Although raw data 
on actual investment is 
unavailable, the anecdotal 
evidence suggests that the 
flood of cash available for 
real estate investment will 
continue unabated, at least 
for same years to come. 

Heitman Financial, a Chi- 
cago-based property consul- 
tancy, recently announced it 
had teamed up with TKG 
International, a Silicon Val- 
ley-based developer, and bad 
invested at least $75m to 
build US -style warehouse 
and distribution facilities in 
Poland. 

Lehman Brothers, the US 
investment bank, has 
teamed up with French con- 
struction group Bouygues 
and international property 
consultants Jones Lang 
Wootton and plans to build 
10 US-style shopping malls 
in the Czech Republic, 
Poland and Hungary at a 
cost of $150m. 

Bennett LeBow, the mav- 
erick financier at the helm 
of US cigarette manufacturer 
Liggett, is to relocate- a ciga- 
rette factory in downtown 
Moscow and redevelop its 
site into a 360.000 sq ft mod- 
em office building. 

Mr Le Bow’s Brooke and 
New Valley companies have 
formed a partnership with 
the US-based opportunity 
fond, Apollo Real Estate 
Advisors, and Apollo's Euro- 
pean affiliate, Pelham Part- 
ners, to develop properties. 
Including a new .cigarette 
factory, outside Moscow, 
with a total value of about 
$400m (£239-5m). 

Meanwhile, Sam Zell, the 
American billionaire prop- 
erty developer, has teamed 
up with US-based invest- 
ment bank Credit Suisse 
First Boston to create a new 
vehicle. New Europe Proper- 
ties Advisory, which will 
invest up to $500m in central 
and eastern Europe over the 
next few years. 

Western investors are now 
prepared to put significant 
amounts of capital into the 
region. The question is why. 


Roger Orf, bead of London- 
based Pelham Partners, 

which has committed $1.5bn 

to Europe, much of it in east- 
ern and central Europe, says 
the first reason to invest has 
to do with arithmetic. “I can 
get returns of 10 to 12 per 
cent on capital in western 
Europe.” he says. "I get dou- 
ble that In central Europe." 

In the UK, he says, a 
developer can expect returns 
or 12 per cent on construc- 
tion costs. But in Poland, 
that rate of return is about 
25 per cent. 

Mr Orf - like many other 
investors - makes a distinc- 
tion between central and 
eastern Europe as target 
sites for real estate invest- 
ment. Central Europe has 
had a long tradition of demo- 
cratic government, a tradi- 
tion to which it appears 
determined to revert. 

“Once these countries 
become part of the European 
Union and Nato. the yields 
(rates of return Grom rental 
income) will come down to 
western European levels.” 
Mr Orf predicts. 

However, eastern Europe 
has a less stable political 
future. Some property devel- 
opers concede they are 
deterred from investing in 
the countries of the former 
USSR because of the alleged 
corruption and incidence of 
organised crime. 

“We looked at one develop- 
ment in central Moscow just 
a few blocks from the Krem- 
lin,” says the head of one 
UK-based property consul- 
tancy. "It looked perfect. 
Then we learned that we bad 
to pay 26 separate govern- 
ment entities and security 
firms Sim each before we 
could even begin.” 

Moreover, the apparent 
“hit 1 ' of a US hotel developer 
in Moscow last year has 
heightened concerns about 
the personal security of 
western investors in real 
estate. “We are committed to 
opening in Moscow and St 
Petersburg,” says the head 
of real estate for one leading 
western retailer. “But 
frankly, our people there 
ride around in bullet-proof 
cars with armed body- 
guards.” 

Even without the political 
risks, however, developers 
say that central Europe con- 
tains economic and logistical 
risks that could deter even 
the most committed inves- 
tor. Moreover, even within 
central Europe, investors are 
malting distinctions between 
markets. 

According to property con- 
sultants Healey & Baker, per 
capita GDP is highest in Slo- 
venia, Hungary and the 
C2ech Republic. However, 
while the Czech Republic 
has a population of 4m, 
Poland, with its lower per 


capita GDP, has 60m people, 
making it a more attractive 
market. 

The Czech Republic and 
Hungary, with their some- 
what more western econo- 
mies. were able to attract 
property development capi- 
tal earlier un. so that prime 
office and retail space is not 
as scarce - and therefore not 
as valuable - as it is in 
Poland. 

This has been reflected in 
the trends in rental income 
in those markets, according 
to Healey & Baker. Polish 
high street retail rents grew 
only at an annualised rate of 
1 per cent in the years 
1992-97. but in 1997 alone, 
grew at an annualised rate 
of 9 per cent. This contrasts 
with the Czech Republic 
where retail rents grew at an 
annualised rate or 6.6 per 
cent in 1992/97. but were flat 
in 1997 alone. 

Poland also appears ta be 
the most attractive central 
European market for office 
space. Rents for tupquality 
new buildings rose at an 
annualised rate of 13.4 per 
cent in 1997 against 1.2 per 
cent in Hungary and nil 
growth in the Czech Repub- 
lic. 

Poland, however, remains 
one of the most difficult 
development markets in real 
estate. 

Poland also has yet to 
enact comprehensive legisla- 
tion on restitution of prop- 
erty seized first from Jewish 
owners by the Nazis and 
later from individuals by 
Poland's Communist govern- 
ment after the second world 
war. It has been beset by- 
claims from tenner property 
owners' heirs. 

Title insurers, Healey & 
Baker says, have been 
deterred from selling indem- 
nity policies because the 
potential claims are so large. 

Moreover. Polish law 
divided land equally among 
all heirs. Land parcels are 
typically long, narrow strips 
because it had to be divided 
so that each parcel bordered 
a public road. 

“We had one suburban 
development that required 
us to buy 56 land parcels 
from 33 landowners.” says 
one US developer about his 
25-acre site. "It was like 
herding cats.” 

Moreover, Poland's creak- 
ing utilities have no capital 
for investment. 

Developers must pay for 
installation of links to water, 
electricity, sewage and 
storm water drainage. “The 
cost of the utilities installa- 
tion can be twice tbe cost of 
the land,” one developer 
said. 

Nevertheless, western 
investors show little sign of 
losing interest In central 
Europe. 
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POLAND • by Christopher Bobinski 


Foreign investors continue to opt for safety 


A growth rate of 6 
per cent and talks 
on EU membership 
are attracting 
global interest 

Gerald Hines, the head 
founder of Hines, a US-based 
real estate developer with a 
S2bn investment portfolio 
worldwide, plans to build 
40,000 square metres of 
office space worth 
around $l00m in Warsaw, 
the Polish capital, and 
he is dear about his reasons 
far doing so. 

“The analysts at Trust 
Company of the West Group 
- an investor in Hines's 
$4l0m emerging markets 
real estate hind - keep put- 
ting Poland in the top 
bracket of their ‘countries 



d efw tight m o n e y po Sctoa 

It's safe to invest in',” he 
says. 

Mr Hines's decision also 
marks something of an 
architectural landmark for 
Poland. He has retained Fos- 


ter Partners, the company 
headed by Sir Norman Fos- 
ter who has redesigned the 
Berlin Reichstag, the future 
seat of the German parlia- 
ment. to design the . new 
buflfltdg which promises 
to set a high standard 
for the Polish capital's 
burgeoning array of office, 
retail and warehouse pro- 
jects. 

The project comes as for- 
eign investment is Sowing in 
at a steady gShn a year and 
as Poland’s European Union 
membership talks, which 
began at the end of March, 
offer the prospect for 
foreign - companies of 
entering a low-wage but last- 
growing and 39m strong EU 
market. 

Most of all the attraction 
is a 6 per cent annual 
growth rate. TOIs is coupled 


with confidence that Leszek 
Balcerowicz, the finance 
minister in the new centre 
right Solidarity-led govern- 
ment, will continue to 
deliver tight money policies 
designed to bring down infla- 
tion from last year's 
13 per cent to 5 per cent by 

aow. 

The Monetary Policy 
Council (RPP). which directs 
central bank policy, shares 
Mr Balcerowicz’s views that 
interest rates at around 25 
per cent are too high. 
Indeed, high rates have been 
attracting portfolio invest- 
ment in Poland’s stock 
exchange, capitalised at 
around $i2.5bn, or 10 per 
cent of GDP at the end of 
April, and in treasury paper. 
As a result the zloty has 
strengthened, by around 7 
per cent since the beginning 


of the year. This is fuelling 
worries that exports will 
weaken and a current 
account deficit, which 
reached 3.5 per cent of GDP 
last year, will grow to more 
than 5 per cent this year and 
cause a ran an the zloty. 

At the same time, foreign 
direct investors such as 
Pliva, the Croatian pharma- 
ceuticals company, have also 
been piling in. Pliva agreed 
to pay flOQm for a 70 per 
cent stake in a Krakow- 
based pharmaceuticals pro- 
ducer while Glaxo Wellcome, 
paid $220m fix 1 a controlling 
stake in another plant in the 
sector in Poznan. 

Privatisation is also mov- 
ing up a gear. The treasury's 
privatisation revenue target 
set for this year is 6L5bn zlo- 
tys, of which l-5bn zlotys 
has already been achieved. 


The balance should come 
from planned sales of state- 
owned stakes in already 
listed banks such as the Pol- 
ish Development Rank (PBR) 
in Warsaw and Bank Prze- 
myskrwo Handlowy CPBH) in 
Krakow. 

The treasury is also 
planning to float the Pekao 
SA bank which controls 20 
per cent of the banking 
system’s assets. Other 
leading stock exchange 
listings will Include 
Telekomunikacja Polska 
(TP) and the Flock refinery 
which accounts for four 
fifths of the country's 
refining capacity. 

Until the end of last year 
foreign companies had 
invested $20.6bn in Poland 
since the beginning of free 
market rtf arms in 1989. Last 
year's flow was worth 


$5.7bn. The bulk of the 
foreign commitments came 
after 1994 which was the 
year in which Poland 
signed a debt reduction deal 
with foreign commercial 
hanks. 

The largest investors have 
been Daewoo, the Korean 
industrial conglomerate, and 
Fiat Auto from Italy, which 
together with Adam Opel, 
the General Motors 
subsidiary, have contributed 
to making Poland a leading 
regional motor manufact- 
uring centre. 

Adam Opel has sited its 
new plant in a special 
enterprise zone in GUwice. 
in the industrial area of 
Katowice in the south of the 
country. The special 
enterprise zones offer 
investors corporate tax 
breaks for 20 years and have 


mushroomed around the 
country in a bid to create 
new jobs in high unem- 
ployment areas. Motorola 
from the US has announced 
it will be putting SlOOrn into 
a semi-conductor plant in a 
similar zone near Krakow, 
the country’s medieval 
capital. 

Germany, Poland's closest 
western neighbour, Is also 
the country’s largest trade 
partner with around one 
quarter of foreign turnover. 
Its $2bn investment however 
is only 10 per cent of the 
total and smaller than that 
of the US. The US tops the 
list of foreign countries 
investing in Poland with a 
$3bn stake. Of tbe EU 
countries, Italy and France 
are not far behind Germany 
with a $1.6bn investment 
commitment apiece. 


UKRAINE • by Charles Clover 


Eyes on a future opportunity 


BALTIC COUNTRIES • by Mate] Vipotnik 

Swift liberalisation 


In the wake of the 
Asian crisis, the 
tide of foreign 
investment has 
subsided 

While the Asian crisis has 
temporarily dried up sources 
of foreign investment, 
Ukraine’s $5bn domestic 
bond market and $4bn-$8bn 
stock market remain attrac- 
tive for investors. When it 
begins privatisation of its 
large-scale industry, Ukraine 
is expected to be the next 
eastern European country to 
experience rapid growth. 

Last year, Ukraine’s stock 
market surged as foreign 
money poured in, but in the 
wake of the Asian crisis, the 
tide of foreign investment 
has subsided for the time 
being, and the stock market 
has frjlpn ag ain. 

‘'Right now, it’s the cheap- 
est market in eastern 
Europe,” says Isabel Knight, 
of Credit Suisse First Bos- 
ton, explaining why her 
investment bank decided to 
start up what will eventually 
be a $6Qm investment fund 
dedicated to Ukraine. 

Indeed, based on simple 
valuation comparisons, 
Ukrainian stocks are bar- 
gains. 

Ukraine’s domestic T-Blll 
market has the highest inter- 
est rates in eastern Europe, 
hovering around 50 per cent . 

"Ukrainian T-Bills are (me 
of the last high-risk, high- 
yield sovereign, paper avail- 
able where non-residents are 
legally allowed to invest,” 
says Patricia Bartholomew, 
an economist at Wood & 
Company. 

But there are good reasons 
for Ukraine’s companies to 
be so inexpensive, and 
Ukraine’s interest rates to he 
so high. 

Ukraine’s macroeconomic 
reforms have been imple- 
mented much more slowly 
than those in other eastern 
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Ukraine’s currency, the hryvna, is under threat of a devaluation ap 


European countries which 
have been making the pain- 
ful transition to market 
economies. As a result, the 
hryvna, Ukraine’s currency, 
remains under threat of a 
devaluation due to the gov- 
ernment’s large fiscal defi- 
cits and low hard currency 


So far this year, the 8 
hryvna has depredated by 6 
per cent, but appears to have 
stabilised. 

“The perceived currency 
risk is the main factor 
behind the high interest 
rates," says Ms Bartholo- 
mew, “From my vantage < 
point, thnngh, looking at the 
flows into and out of the cen- 
tral bank, I would say they 
are. well positioned for the 


Meanwhile, for the stock 1 
market the main source of 
uncertainty is the country's 
privatisation programme. 
While most large Ukrainian 
companies are partially pri- 
vatised, most are nowhere 
near reaching a paint where 
a majority of their shares 
are held privately. Experts 
say that fully privatising 
Ukraine's large-scale indus- 
try will be a catalyst for an 
increase in share prices. - — 
This year, the Ukrainian 
government is due to sell 
enterprises worth more than 
lbn hryvna, especially in the 
third quarter, and analysts 


are eager to see the results. 

“The primary factor in the 
development of the stock 
market in 1996 is how priva- 
tisation is conducted,” says 
'Charles Saunders, head ctf 
research for MFK Renais- 
sance, "the Moscow-based 
investment bank, which has 
just set up an office in Kiev. 

But apart from privatisa- 
tion, there are a variety of 
other macroeconomic prob- 
lems afflicting Ukrainian 
enterprises which could 
lower their value, not least 
of which is a pervasive 
shortage of ra*h 

A survey by the European 
Union's Tads project esti- 
mates that the payments 
arrears of Ukraine's compa- 
nies amount, to over 120bn 
hryvna, or higher than the 
country’s GDP. And last 
year, according to the minis- 
try of statistics, barter trans- 
actions' amounted to 66bn 
hryvna, two-thirds of 
Ukraine's GDP. 

For example, the electric 
utilities on average receive 
only lfl per cent of their rev- 
enues -in cash. One side 
effect of this is that much of 
the financial information on 
companies is unreliable, 
because barter terms are val- 
ued arbitrarily. 

Many other reforms are 
needed before the enterprise 
sector can get started. Com- 
panies Jhce tax rates as Ugh 


as 90 pa* cent, as well as 
monopolistic energy trading 
companies which extort vir- 
tually all a company's prof- 
its in exchange for energy 
supplies. 

One indicator to watch far 
in the development of 
Ukraine’s capital markets is 
whether the country will 
receive an International 
Monetary Fund-sponsored 
Extended Fund Facility, pos- 
sibly as early as June. That 
would be a roughly $25hn, 
three-year credit conditional 
on Ukraine’s ability to imple- 
ment a drastic reform pro- 
gramme, which includes pri- 
vatisation, deregulating the 
economy, and other macro- 
economic refenns. 

Experts are sceptical after 
the last IMF programme - a 
one-year 3585m stand-by 
loan - was suspended in the 
first quarter of this .year, 
after Ukraine failed to meet 
basic conditions which were 
much simpler than what the 
EFF stipulates. 

But western diplomats are 
nevertheless optimistic, say- 
ing that now is the right 
time for reforms, after par- 
liamentary elections ended 
In March, and before presi- 
dential election campaigns 
get under way in 1999. 

Meanwhile, the last major 
variable in Ukraine’ stock 
market is the issue of minor- 
ity shareholder rights. 


“Shareholder rights issues 
could make a big difference 
in the reputation of 
Ukraine's stock market," 
said Alexander Bazarov, 
head of Credit Suisse 
First Boston's office in 
Kiev. 

Experts are hoping that 
new corporate governance 
legislation passed in January 
has closed some legal loop- 
holes that had been abused 
in the past In September, for 
example, the Ukrainian 
statecontrolled oil company 
Ukmafta tried to spin off a 
subsidiary which was 
responsible for 40 per cent of 
the company’s revenues, 
though a shareholder suit 
stopped Die action. 

But shareholders of Dni- 
proshina, a company which 
produces two-thirds of 
Ukraine’s truck tyres, were 
not so lucky. 

In November, Dniproshin- 
a’s management decided to 
increase share capital by one 
third and give itself pre-emp- 
tive rights to the new equity, 
which was priced at a 
nominal value of 9 hryvna, 
or 12 per cent of its market 
value: 

The issue has become a 
cause cdldbre among Kiev’s 
brokerage houses, which 
have since boycotted the 
stock, and are considering a 
suit against the company’s 
management 


Virtually all 
industrial and 
service companies 
in Estonia have 
been privatised 

The years of shameless 
pandering to foreign inves- 
tors have paid ML In March, 
Estonia began accession 
negotiations with the Euro- 
pean Union, thus reaping tbe 
reward for the swift liberalis- 
ation of its economy. 

Estonia is now eastern 
Europe's second largest 
recipient of foreign direct 
investment per capita. Virtu- 
ally all industrial and ser- 
vice companies have been 
privatised and the private 
sector accounts for at least 
70 per cent of gross domestic 
product 

According to Ardo Hans- 
son, economist with the 
World Bank, local companies 
have developed a fairly 
strong financial discipline, 
and the direct privatisation 
method, modelled on the 
German Treuhand experi- 
ence, has produced good cor- 
porate governance across the 
economy. 

Estonian companies, once 
starved of investment, now 
regularly tap the local 
bourse and international 
capital markets at favoura- 
ble rates. 

The prospect of EU entry 
is now attracting US and 
Asian companies eager to 
gain tariff-free access to the 
wwnwon market by invest- 
ing in Estonia. The newcom- 
ers are in good company. 

However, Estonia’s market 
of LSm people is too small 
for tbe ambitions of most 
foreign investors. Many com- 
panies, which chose the 
small Baltic country {be- 
cause of its relatively effi- 
cient bureaucracy and inves- 
tor-friendly laws, are now 
using Estonia as a launch 
pad for greater regional 
ambitions. 


Latvia and Lithuania, 
which together with Estonia 
make a market of 7m con- 
sumers, are the natural tar- 
gets. But beyond the relative 
efficiency of the Baltic states 
lie markets of great promise. 
St Petersburg and tbe 
north-west of Russia. Bela- 
rus and tbe Ukraine, are also 
being targeted by Estonian 
companies in an expansion- 
ist mood. 

Another group of Estonia's 
large companies are coming 
to market this year. Two 
alcohol and spirits produc- 
ers, Lrrfko and Moe, are on 
the privatisation list Esto- 
nian Railways, whose infra- 
structure and wagons ser- 
vice Russia’s vital transport 
links with the Baltic sea, 
will be sold, and Eesti Ener- 
gia and Eesti Polevkivi, 
re spect iv ely the state-energy 
company and the oil shale 
producer, are also set to be 
sold off. Finally, a 49 per 
cent stake in Eesti Telecom, 
the telecoms monopoly, is be 
sold off in the fall. 

Estonia's success in 
attracting foreign investors 
is rubbing off on Latvia and 
Lithuania, which until now 
lave been slow in selling off 
the family silver. 

In the summer, Latvia’s 
government will sell off a IS 
per cent stake in Ventspils 
Nafta, the strategic oil termi- 
nal on the Baltic sea through 
which 13 per cent of Russia's 
crude is exported. The stake 
may be worth up to US 
400m. 

Latvian Gas, a government 
monopoly, is offering a stake 
worth up to UStfSQm. For- 
eign. investors, who hold 
about 57 per cent of equities 
on the Riga bourse, are also 
awaiting tbe privatisation of 
the Latvian Shipping Com- 
pany, Lattelekom, the lucra- 
tive telecoms monopoly, and 
Latvenergo, an energy com- 
pany. 

But some of these compa- 
nies may not be privatised 
until 1999. And the pro- 


gramme may be disrupted 
by political instability ahead 
of the September parliamen- 
tary elections. 

The government was 
recently undermined by a 
squabble with Russia, which 
threatened to impose trade 
sanctions. 

Despite the friction, trade 
in the region is set to rise 
once Russia's economy 
starts growing. If that hap- 
pens, export-oriented Baltic 
businesses stand to profit 
handsomely. 

Latvia’s economy, in par- 
ticular, could benefit from 
increasing transit trade and 
commerce with the eastern 
neighbour. 

TO catch the growth wave, 
Latvia's private sector, 
which accounts for more 
than 60 per cent of GDP, 
needs investment. But the 
European Bank for Recon- 
struction and Development 
says that while no signifi- 
cant administrative barriers 
to the creation of new busi- 
ness exist, the lack of 
long-term finance remains a 
problem. 

VaJdas Adamkus, Lithua- 
nia’s new president, has 
pledged to overhaul the 
country's bureaucracy, a 
favoured target of foreign 
investors. They complain of 
stifling regulations, and 
an arcane legal system 
which deters foreign invest- 
ment 

The state-owned monop- 
oly, Lithuanian Telecom, is 
on the sell-off list alongside 
Lithuanian Airlines, the 
state airline, as well as the 
country’s leading shipping 
company, Lisco. 

But few investors are 
counting on those sell-offs to 
enter the Lithuanian mar- 
ket The government is not 
likely to privatise the busi- 
nesses through a flotation on 
the bourse in Vilnius, tbe 
capital. It has until now 
targeted strategic investors, 
rather than potential share- 
holders. 
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Just because Russian is spoken here doesn't mean it has to be Greek to you. Those who would like to 
invest in Russia, initiate cooperative ventures or develop new markets need a partner who knows his way 
around. Take advantage of our many years of accumulated experience and professional know-how In 
commercial and investment banking, leasing, and corporate consulting. Deutsche Bank in Russia - our new 
subsidiary - is available to you right now. Ask for us. 


Deutsche Bank in Russia. Worldwide and next door. 


For more information, please contact: 
Deutsche Bank OOO 

4, Shepkina SL - 129090 Moscow • Russia 
Tek (+7095)7975000 - Fax: (+7095) 7975770 


Deutsche Bank AG 

Representative Office - St Petersburg 

101, Canal Griboyedova • 190000 St Petersburg • Russia 

Tel: (+78 12) 3 15 02 16 • Fax: (+78 12) 3 15 06 55 


Benefit from our many years of experience- Jn gus^a^ 




Deutsche Bank 


IZI 


Almaty * Ashgabat - Budapest - Bukarest - Kiev - Moscow - Prague - St. Petersburg ■ Tashkent - Tbilisi • Warsaw - Zagreb 
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If the world 

is really getting smaller, 
being “global” just isn’t 
the big idea anymore. 
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OK, so we couldn’t resist the chance to tell you that we just 
opened our doors in our 100th country — the Ukraine. But the point 
remains. It’s not just that we’re there. It’s how we’re there. 
Completely local. Entirely at home. The way we are in 99 other countries. 
Understanding a country by its people, not just by its airports. 
Growing our customers’ business by understanding the kind of Issues 
that are literally around the corner. Not just around the world. 

And that’s a big idea. 
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Beauty of simplicity 


Rapid advances in technology have made 
many workplaces too complicated 


I was given a lift the other 
day in a friend’s Morris 
Traveller; Re was given die 
car when he was 17. That 
was 27 yBaj^Sgo.- Be drives . 

' it every day to the railway 
station on his way to work 
in London. 

He has the car serviced 
regularly. He says, hair - 
jok i ng, that it has reached 
the stage where the garage 
should pay him for the ' 
service. “The mechanics love 
to weak on ithecause they 
rarety£et the chance to look 
at such simple. ; 

straightforward engines. 

: "When it broke down and 1 
called out the AA, the 
breakdown man couldn't 
drag himself away. He said: 
"Is there anything else you 
want fixing?’ " Most of the 
breakdowns these days, said 
the repair man, needed to be 
taken to a garage far the 
replacement of some rWp or 
card. 

Robert Pirsigimderstood 
the way that society was 
moving when he wrote Zen 
cmd fhe Art of Motorcycle 
Maintenance. Mr Pirsig not 
only found beauty and a 
sense of satisfaction In 
mechanical repair, but also 


made a case for fashio n frig - 
components from scratch. 

"It was the ingenuity of 
Chinese and Pakistani 
: village blacksmiths, who 
worked wonders with 
welding gear, that kept 
; many vintage and classic 
cars on the road during last 
year’s Betfing-to-Paris motor 
challenge far cars that had 
been out of production Gar at 
least 30 years! The 
organisers had expected a 
largeimjpCfftioirtofaDby . . 
the wayside. Vet,' of the 93- 
starters, 82 made it to the . ■ 
finish. . . . '7. .. 

Is there still merit in 
simplicity? Whenl began-. , 
working in journalism." 'the 
words were composed an a 
typewriter. The keyboard 
arrangement is still the 
same but word-processing 
systems are changing so 
rapidly it is becoming 
difficult to keep up with 
developments. I have used 
four different systems in the 
past five years. Each one Is a 
little more sophisticated 
than the Last, promising 
progressively greater . 
capabilities - 

The latest system does 
even more things. There are 


three different ways of 
performing some functions. 
Bat do we need such choice? 
Is the workplace becoming 
cluttered by technology for 
technology’s sake? 

.. So many areas of work 
i ■ today appear to have become 
en t a n gled in a Gordian knot 
of complexity. Yet for all the 
sophistication Involved in 
mnnlng a modem business, 
some of the most progressive 
company bosses eschew 
complex technology In their 
day -to-day management. 
Julian Richer, ehah-wwin of 
Richer Sounds, the US hi-fi 
chain, jots down all his tasks 
in minute handwriting an an 
A4 sheet of white cardboard. 
Richard Branson* chairman 
of the Virgin Group, uses a 
notebook. 

But for some of us who 
continue to have to work on 
a screen the office is 
becoming unbearable. 

Robert Youngjohns, 
vice-president of Sun 
Mi crosystem s C om p u ter 
Corporation UK, speaking at 
last week's annual 
convention of the Institute of 
Directors, put his fin ger on 
the problem. He said 
computer companies had 
been too ready to ship the 
complexity to the customer, 
“making them feel seriously 



inadequate if they can’t 
manage it*. 

“Why are we spending 
millions of pounds 
upgrading oar desktops with 
more functions than we’ll 
need in a lifetime?” he 
asked. 

Accepting his obvious 
sales pitch for Java software, 
his argument that 
businesses needed to invest 
in systems that allowed 
simple access seems 
laudable. 

The reason such systems 
have been so slow in 
arriving may be that 
achieving simplicity - or 
apparent simplicity - can be 
hard work. James Dyson 
spent five years working 
through 5,000 prototypes 
before he was satisfied that 
his Dual Cyclone vacuum 
cleaner was ready for 
production. 

It is as if businesses have 
become mesmerised by 
technology. If something 
does not look complicated, it 
does not seem worth it. This 
is not a new phenomenon, as 


J_A. McNeill Whistler 
discovered when he was 
accused of overcharging for 
two days spent on a 
painting. His asking price of 
200 guineas, he said, was 
buying “the knowledge of a 
lifetime". 

Hearing about the AA man 
who yearned for the chance 
to repair a car. I could not 
help thinking that the 
richness has disappeared 
from so many jobs. 
Technology, which we have 
worshipped for so long for 
its ability to save on work, is 
in danger of emasculating 
our skills, and the world 
seems a duller place 
because of It. 

BG outplacement 

Has Baines G winner, the 
City of London headhunter, 
hit upon the ideal way of 
protecting a recruitment 
company from recession? 
Adding to its training arm, it 
has just launched an 
outplacement subsidiary, BG 
Careers. 


The establishment of a 
new outplacement business 
looks a brave move after a 
contraction in the market 
over the past year - KPMG 
pulled out of outplacement, 
s elling 11s client business 
I and counsellors to 
Sanders & Sidney - but 
: Baines G winner slight be 
hed g in g its bets in the belief 
that headhunting growth 
cannot continue at the pace 
of recent years. 

Antony Dunlop, managing 
director, says the current 
market far outplacement in 
the City is about £l0m 
(916.7m) a year. Some of the 
existing operators in the 
market have expanded into 
other areas. 

“We believe that 
diversifying competition has 
created an opportunity for 
niche market activity to 
provide a specialised service 
at the senior end of City 
financial services," says Mr 
Dunlop. “It seemed logical to 
Baines Gwlnner to get into 
outplacement because it is 
counter-cyclical to executive 
search," he adds. 

Some have argued 
previously that headhunting 
and outplacement do not sit 
easily with each other, but 
Mr Dunlop says the business 
will be run separately from 
the headhunting business. 

Such developments placed 
alongside the recent 
acquisition strategy of SHL. 
the quoted test marketer, 
suggest that one-stop shops 
for all your human 
resourcing needs may be 
just around the corner. 

richanL donkin tieFT. com 
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The hidden 
cost of 
permanent 
executives 

Do freelance executives cost 
less than their permanent 
counterparts? PA Interim, part 
Of PA Consulting Group, has 
produced a comparison. 
Measured against a director 
on basic pay of £120,000 
($200,400) a year, the interim, 
charged out at £800 a day. 
looks quite expensive at 
£168,000 for his 210 days a 
year. But when you add the 
bonus, pension contribution, 
car, stock option gains and 
the annualised value of a 
one-year contract to the 
permanent director's package, 
it begins to look more like 
£290,000, according to John 
Murray, head of PA Interim's 
international division. This 
makes the interim executive 
look like good value. 

PA interim +44 171-730 9000 

Skills shortage 

US executives are blaming 
their inability to improve sales 
on skills shortages. 

A fifth of the 300 executives 
surveyed by Select 
Appointments North America, 
the staffing provider, said that 
with a fully trained and fully 
staffed workforce they could 
increase their sales by 50 per 


cent or more. In spite of the 
high demand for skills, the 
survey found comparatively 
few companies experimented 
with different forms of 
recruitment No more than 14 
per cent of those questioned 
use the internet to find new 
people. 

Ideal locations 

Why did General Motors pick 
Poland for its new Opel plant 
or Samsung choose London 
for its European 
headquarters? Employment 
factors played an important 
part, according to a report on 
choosing business locations 
from the Economist 
Intelligence Unit. 

The report, complied by 
Ernst & Young's international 
Location Advisory Service, 
draws together factors likely 
to be considered by 
companies moving into 
Europe. In addition to property 
casts, financial incentives and 
infrastructure, there are 
sections on taxation, 
expatriate issues, labour 
costs, skills and education. 

The report has comparative 
tables on living costs, working 
hours, labour costs and 
educational qualifications. The 
Czech Republic, for example, 
has twice as high a 
percentage of graduating 
engineers as the UK. 

Choosing your European 
business location, EIU, £395, 
+44 171-830 1000 
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ASSET MANAGEMENT - STRATEGIC CONSULTANCY 


V 


London 
The Proposition 

Operating in over GO countries world-wide, our dent, a 
leading strategic consultancy, Is seeking to further enhance 
Its European Asset Management practice by appointing a 
Specialist Consultant to Join the team. 

■ 

The role Is aimed at providing to-deptli specialist support. to 
apy team ftmtact^qan«ritency fn Europe! Tte focus is op 

imderptaaed wtth.techrifeol- 
suppod and feedback.' Potential candidates should i de ally 
demonstrate an understanding ofc 

0 quantitative perfor ma nce attribution analysis 

• risk adjusted performance calculation 

• efBctapt frontier estimations. 

• reverse engineering asset management styles 
» risk adjusted asset liability matching 

0 uaders temflng of dei ira tiwM used hy hedge 
Junds/perfonnaooe enhancements 

■ 

Considerable travel Is anticipated - candidates win typically 
be Involved In projects for £4 week periods, regular iy 
visiting consulting on site tn the. UK and mainland 
Europe. They will be expected to provide thought leadership 
in terms of new product development, sales and marketing 
Innovation and performance measurement techniques. 


Hie Candidate • 

. Can di da t es must have bread technical experience of asset 
management styles and philosophies such as efficient 
' market hypothesis anomalies. They should also be able to 
communicate leading edge .analysis, tools and 
. metbodologtes to consultants internally and clients 
frterhany. Immediate credibility with the. top st r a ta of 
management is a prerequisite. 

• B „ b _ ij.. • 

‘’Potential candidates may come from a variety of 
professional backgrounds, indutfing: fund management; 
pension fund consultancy or academia. Critical success 
factors for appliauits are: 

• first Glass honours degree in a Science related cfisdpBue, 
with MBA/PtiD and ponrilblyCFA 

r *- hfgUy numerate and Intellectually first tier 

■ 

' * toRLative, wmbUfoo and commercial awareness 
. • team player with a blgb level of energy and drive 
». outstanding verbal and written cmnnnticatioa sklOs 

• intuitive problem solving sfcQls 

This role offers candidates an excellent training in core 
management dlsdpllnes. Exposure to Asset Management 
diems will be at the highest possible levels of management 
with input to cutting edge product development and 
innovation. 




STEPHENS 

S E L E C T I ON 

Stephens 


MORGAN GRENFELL 
ASSET MANAGEMENT 


Credit/Bond Analyst 


Fixed Income Fund Management 


City 

Morgan Grenfell Asset Management, wholly owned by , . 
Deutsche Bank AG, is a global investment 
management group with over £90 bfllion assets aider 
management. The company has a successful track 
record of managing funds on behalf of a diverse 
International and domestic client base. 

As a result of continuing growth, an opportunity exists . 
to appoint an experienced Credit Analyst to join "the 
Axed Income team. The successful ca ndidat e wfil play's 
key rote, actively contributing to the.bwestment 
research process. Specifically, you will be responsible 
for the credit analysis of corporate and other fixed 
Income jxoducts in the US, UK and European mariwte- 

Candidates will be numerate graduates wit h- a m inimum 
of five years experience of credit analysis across a 
range of debt products. You are likely to have worked In 


£ Excellent 


an investment banking environment where you win have 
gained an excellent understanding of financial markets 
and products. Equipped with strong written and 
presentation skills, you will be an able and confident 
communicator at all levels within the organisation. 

A highly motivated individual, you are a self-starter yet 
able to work effectively In a team environment 

The position afters a challenging and rewanflng career 
Opportunity With a premier fond management 
Institution. If you believe you possess the qualities 
sought please contact Sarah Hesse-Hunter on 
0171 269 1883 or write to her at Michael Page City, 

50 Cannon Street, London EC4N 6JJ, enclosing a fall 
curriculum vitae and quoting reference 395922. 
Alternatively, fax details on 0171 329 2986 or said by 
e-mail: sarahhessehunter^>micliaelpagexom ■ 


Michael Page 


CITY. 

- m 

■ 

London ■ New Ybric- FWfe ■ Awsmdam ■ EreaWtet - MOau ■ Madrid - Boos Kong - Sbwapore- Sydney 





BANKAMERICA CASH 
MANAGEMENT SERVICES 

Building The Winning Team 

At Bank of America we have already established ourselves as one of the leading cash 
management organisations globally, with a reputation for innovative products, outstanding 
client focus and quality delivery. . 

Within our Europe, Middle East & Africa business a recent - and fundamental - 
independent review of our operations has reconfirmed our view that our Cash Management 
Services business is of critical strategic value to our clients, and that Bank of America is 
uniquely well positioned to respond to the challenges of the euro. As a result, we are 
increasing yet again our investment in our people and in our infrastructure. 

Bank of America offers a dynamic, challenging, team-oriented and client focussed 
culture, coupled with highly competitive salaries and banking benefits and in return we 
demand commitment, energy and focus. 

We are currently looking for the following individuals: 

Sales Officer - Global Financial Institutions 

(London) 

Sales Officer - US Multinational Corporates 

(London) 

Sales Officer - US Multinational Corporates 

(Frankfurt) 

Marketing & Communications Officer 
- EMEA Cash Management 

(London) 

If you are interested in joining one of the most dynamic and fast-growing cash 
management teams around, send a fully detailed CV and covering letter to: Pat Bannon, 
Human Resource Manager, Bank of America, 26 Eknfietd Road, Bromley, Kent BR1 1 WA. 

Bank of America is an equal opportunities employer 


Bank of America 


fine company. 

One network. 
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Appointments Advertising 


appeals in the UK edition everyWednesday & Thursday and in the 

••• : inteniarionaledfrioneveryFriday. 

, f or fnformatfon on ^ please call 

• m ’ " _ 

Karl Loyntonon0171873 3694 






Global 






Least Cost Routing Manager 


Ybur responelbffities 

As a manager of a midti-discipllnary team, you wffl... 

•Develop routing strat egies, initiate and prioritize project 
plats, establish cost service budgets for termination of 
off-shore traffic 

•Manage the implementation of traffic routing algorit h ms 
optimizing the utilization and reducing the cost of voice 
termination facilities 

•Report cost performance of network assets, prepare routtog 
tables and coordinate traffic flows 


Your profile 

■ University Degree In Engineering or/and Business 
Administration 

■Knowledge of voice traffic engineering, database systems 
Kid report generation (Oracle, Access) 

-Previous experience (3 years} with cast of service modeb to 
an international environment 
•Fluency in English Kid literacy in Windows 95/97 are 
required 
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SGS Society Survoilhnc* Holding S A ; til o SGS Group! 

founded i it T373 -.vrJh boiidquort^rti in Geneva Sv.-iUOriand, is th? worlri >. 
target orijunii^tion in tic'd of tuning. inspection, ver.-i region jnd quality 
systems Th-» Group operates in ever 14-0 conntricr> with 392 

subside t-t.^, 3^9 Iii3orai*n0v and rnor-fi thnr 39,003 uiti ploy ■:»«•-. 


The Group's worid-wide operations have expanded rapidly over the 
last years. Now, due to internal promotions, we have opportunities 
for experienced professionals to join the team. The Function performs 
financial, compliance and operational review missions worid-wide. 
We are looking for high calibre, ambitious and dynamic: 

INTERNAL AUDITORS 

Based in Geneva and reporting to the regional audit manager, 
the auditor will cover operating units throughout the world. 

This position will appeal to experienced auditors with a business or 
financial qualification and about two years relevant work experience 
in an international environment after gaining audit qualification. 
Suitable candidates should further be: 

* Fluent in English essential; any other Asian or 
European languages desirable. 

* Willing to travel up to GO % and to undertake this 
role for a number of years. 

• Excellent communication skills. 

• Holder of EU or Swiss passport 

For successful candidates this position deariy offers exciting career 
prospects in the SGS Group, initial interviews will be held in the UK 
in May. A relocation package is applicable. 

Interested candidates should send their application letters and 
curriculum vitae to SGS Socidtd Generate de Surveillance S. A, 
Human Resources Division, P.O. Box 2152, CH-1211 Geneve 1 


Societe Generale de Surveillance 


• Based in 
Australia 

• European 
Language 
Skills 


Senior 
FX Sales 
Person 


They 


iO r- 


Our client is a leading Global 
l uwtaert Bank with a 
signdicaBt presence in Australia 
ttarmzgZioat tbo world. 

They have continued to 
experience snog growth through 
their nutating presence, product 
Bob and pricing strategies, 
enjoy a significant profile 
their contfn natty expanding 
e client base, of which 
them are a significant number of 
prestigious European c us t om ers. 

They require an experienced sales 
with European (preferably 
i) language skills, who is 
capable of servicing wen regarded 
European Banks and Customers and 
maintaining the bank 1 * presence within 
your designated portfolio. 

Yob wffl have a proven track record of 
success In a senior sates/deaflog role 
with a flna grasp of a wide variety of 
financial instruments. 

Career and financial rewards are exceptional. 
Complete confidentially b assured. 
u/f» initial enquiries may be directed to Mr Rea Cnjpi 
at the address below. 

Fa 

f iMur 


Lm! 8, 350 Gofers Sheet, 
M ja o u rw, Vic 3000 Audreta 
ABACUS Ph6 1396424622 
l£CHJrntf£NT consultants ft* 613 9642 4853 



European Equity Analyst 



The Newton European Equity team has 

demonstrated by the top quartan ranking of the Nw 1 ^ 

Trust over 1 . 3 and 5 years’. H* 5EU52 


Newton Fund Managers Limited 
was founded m 1377 and has 
subsequently built an [airmailed 
market reputation far ike rigour 
of its’ investment process, 
coupled with an active 
investment style. The corporate 
ethos guarantees total 
commitment to its ' dients and 
stimulates an environment that 
is both demanding and 
rewarding. With £11 billion 
under management, Newton has 
long beat established as a 
successful and dynamic 
investment house. 



goi deg£ above all a comprehensive understanding 

Ld industrial analysis. Professional qualifications and 

are desirable but not essential. Ideally with - 10 - J*’ ■ 

experience, the appointee will likely be in his/her late 20 s to carl> 30 5 

and will be: 

■ Experienced in Corporate finance with solid M & A skills, or 

■ Analysts with established (preferably European) skills 

Given the responsibilities of the role some European travel » likely. 

The position offers a competitive salary and benefits package with 
excellent career prospects. 

If you wish to be considered for this position, please call Antoiu Gilewitz 
at the number below. Alternatively/ fox or post a full O enclosing current 

salary details. 


ION ATMAN 
•• -NTN 


WREN 


Jonathan Wren Scorch & Selection Limited, 

34 London Wall, London EC2A4 5J?IT. 

Telephone 0272 588 0828 Facsimile 0171 5SS 0829 
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Search & Selection 



Global Project Director 

Ground Breaking Corporate Database Development 


lonccn 


Oedil Suisse First Boston is one of the few fully integrated corporate 
and investment banking firms with a genuine presence across aS 
international markets. Enhanced control over its increasingly complex 
and dispersed trading activity, together with greater process efficiency, 
is critical to the Firm's ambitious growth plans. 

In order to take the control environment to the next level, senior 
management have launched a project to develop a Gtobaf Corporate 
Database to be used as the central source of data for financial/ 
regulatory reporting and market/credit risk monitoring. 

Given the critical importance of the exercise, Credit Suisse First Boston 
wishes to recruit an exc eptio na l Project Director with extensive 
experience of operating at a global level. This individual wB manage 
a fufly integra te d team of fT speriafists and finance/operations 
professionals. 

The aim of the role Is to ensure defivery: by working with the user 
groups to define achievable objectives; by managing the complex, 


Substantia! c:anc r marce related six figure package 


interdependent project streams; and by providing overall management 
and focus. 

The emphasis is on large-scale prqect management skffls, leadership 
and global vision, rather than technical expertise in database 
development These skfls coufcJ hare been developed In Management 
Consuttvig at or near, partner level or In a fast mewing multinational 
business. Banking product knowledge wuld be an advantage but is 
not a prerequisite. 

This is a unique opportunity to make a major oontrtoution to the 
development of new trade processing architecture to am of the leading 
internati on al corporate and investment banks. 

To apply in strictest confidence, please write, quoting ref 0444, 
enclosing a ful CV to our retained consultant, Tim Musgrave at The 
Bloomsbury Group, 1 Southampton Street, London VVC2R 0LR. Or if 
you prefer, call him on 0171 379 1 100, Fax: 0171 340 6362. All thsd 
party and direct applications wfi be referred to The Bloomsbury Group. 


CREDIT 


FIRST 

BOSTON 
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Correspondent Banking in 
Emerging Markets 

Excellent Package 


London 


MNB is an international London based bank with an excellent reputation in 
Treasury, Project Finance, Trade Finance and Capital Markets with an emphasis on 
emerging markets. As a result of continuing growth and expansion we are now 
seeking a talented and proactive individual to grow and develop banking business 
in the Former Soviet Union. 

Reporting to the Head or Institutional Banking Division you will be responsible 
for building and maintaining relationships with banks in the Former Soviet Union 
and selling MNB’s products and services. This will be a high profile senior role and 
will require a ‘‘hands on” approach. 

You should have a proven track record in international banking, ideally a 
banking relationship role. Strong communications and relationship building skills 
and a confident and assertive manner are imperative. Russian language skills are 
desirable but not essential. 

This is an excellent opportunity for an energetic individual keen to set up and 
take responsibility for developing business in this exciting market. 

Interested candidates should send a CV with details of existing salary to: 
John Glover, Assistant General Manager, HR & Administration, Moscow 
Narodny Bank Limited, 81 King William Street, London EC4P 4JS. 

Moscow Narodny Bank Limited 



BNP Training program for 
young graduates of 
major international universities 


lining j’lUcAiu/ft <’/ Inkling win n t Uhl ithu ' 

rattan insrriwfiim* iiilriiwinreil muhiil RVP 
n offering you <i uniqtic ••pjviiamlv u> fcri imtr a. 
piD/tfiiuftil in rJrr /iJUEfkv trtfur and embark 
upon an ManaUimal mirri . 

BSP « an tw around the writ! fl has ifir Jilifc- 
lurgrtl inimmiiumil iuuikiih' ndnuit urtib 
iti tni'rr titan 80 uninfi frs 

You are talented, and you ^■afc f fur nr fTn^fidt 
and French You equate rhr finum caf MVfii ift it 
iorpoiQie fiiwikr or irajirh^ i tfi ~ i m i til n«ft . 
creativity, aitnni and iimhiirv. >i«i cue ntiVniirni 
by the thailfn^/iKrn^ rhr hnifcirtjg M-iinr That 
ume and ruin iiv 

BSP hds set up a specific 'Lx-manth mumm; 
fim^nnvi rftdl irilf giiY yini an fvoiffl turn *■/ cur 
bank. You Mill Irani aKiur Its >lratr^\ uml its 
tiusimv (Inn while being trained for \mr fumn 1 
po Mih*i as a invkx udespersen. or finamtal muhit 
{structured finance, caiparaie funking, iliA 

After an injrtcif Uto-year piMiug in I'iinv, \nu 
will frcgiicn new n^wmihilri^ in tuii nun* 
ibUiomif nrfwrfe. Our framing pmgnun hrgun 
an 9 iKtnbcz 

Plea&e/Linvaizl vi'irrai^lfLiirwn ictrer anJ CV as 
soon as passible. qutHing ir/errrKe JP1. to BN P 
DRRH RECRUTEMEST. SO iw Tauboui. Ti-h: 
Pari> Codex 09, France. V«>u curt cil*i vi'iiJ yinn 
CV via the Inrrrafi in «ivH w.hnp/r> unJcr 
~rrcmtemrnf m 
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We are a young, successful international trading company based in Switzerland and have 
openings for 

PETROLEUM PRODUCT TRADERS 

with a minimum of three years prior experience in one of the following fields 

• Light distillates trading 

• Clean feedstock trading 

■ 

• Gasoline tradiag/bfending 

• Area management for Africa and or South America 

The ideal candidate should have at least three years experience in trading physical barrels, 
preferably with refinery background. You are highly motivated and prepared to work as part of 
the entire trading team. 

We offer an attractive starting salary with appropriate fringe benefits, a pleasant -working 
environment and a challenging opportunity to grow wi thin our international organisation. 

Please send your application together with a detailed curriculum vitae enclosing a recent passport 
photograph to the following address: 

MrMark.AspinaU 
Shaw & CnrfL Sotidtors 
1X5 Hotmdsdttch, London EG3A 7BU 

TH: 00 44 171 283 6293 Fax: 00 44 171 626 3639 


INTERNATIONAL 

MONfTARY FUND 

T i. IMF Is s»M>>g AN ECONOMIST at IB WMNngnn, DC 
headquarters tor the division covering Bahrain, Kuwait, 
Oman, Qatar, Saudi Arabia and the UAE. The successful 
canddate .ntii-keep abreast of global da and gas market 
.developments, assist In the analysis of this sector In the major 
oi-produdflg ncuntries, and particjpQte tn the JMPs World 
Economic Outlook exercise. This stall member wffl also act as 
a desk economist responsible for interpreting and repotting on 
the economic and poetical developments and potiefes, and 
participating in visits to these countries, toe c a ndi da t e wffl be 
expected to develop proficiency In applying computer 
technology to the work, with particular attention to spreadsheet 
analyse and econometric packages. 

Canddales should have advanced graduate training in macro- 
arid international economics, typically to Ph.D. level, 
supplemented by at toast two years' experience as a 
pro fe ssional economist, with exposure to operational work and 
academic research on oa and energy issues. They should give 
evidence of good interpersonal, writing and oral communication 
state and the abitoy to deal affiBOively and diplomatically with 
member country officials. Strong command of English is 
e ss entia l and knowledge of Arabic to desirable. 

Those interested should send inquiries or resume in English to 
the fofiawing address or fax (202) 623-7333, or e-mat 
racnitOlmf.org by May 35 , iggs. 

S^B^nONAL MONEIART FUND 
BKRUnMENT DIVISION, Ream IS9-100 
700 19* Street NWWdshingtefi. DC 20431 
fox: (202) 623-7333 

E-Mai: reauit@Hnf.org 

Further deute about the rale end function of toe IfcF is gnoxnte 
wabstoc hfexMrwwjrtoig. 


bridport & tie, s^l 
Investor Services 
Geaeva 

Ad independent research driven fixed income 
advisory firm is looking for a confirmed, 
dynamic and motivated 

institutional salesperson 
with at least 5 years experience. Fluency in several 
languages would be an asset but not a necessity. 
We offer a c omp e ti t i ve remuneration aid benefits 
package. Please reply in writing with a full CV 
in confidence to: 

bridport & de, sjl 
1, Place LongemaUe 
1 204 Gen* ve 

Tel: 004122 - 312-20-00 

Fax: 004122 - 312-21-90 

E- mail: info@bridport.ch 
Attn: Head of Administration 


INVESTMENT 

ANALYST 

wall owr 25 yeas experience 
in UK and SE Asian 
stockmartats 


in te resti n g ass ig n mart or 
position In UK or overseas. 


Tel 'lax 0181 876 1866 



FX/MM technical 


dta&engcla UK/Earope. 


Hybrid of experience in 
rajoifara sing marto 
cur rao CT. trading. 


Languages, loan player, 
■anov arin Ct highly motivated. 

Write to 

Bex 6131, Financial Times . 
Oae Soathwaark Bridge. 
London SEI9HL 


MANAGING DIRECTOR 


PRIVATE CLIENT FUND MANAGEMENT 


Our client, a significant listed group, to seeking an outstanding MD to set up and 
run a fund managemenl business servicing high net worth individuals. 

The successful applicant must show a detailed understanding of this sector, 
proven organisational adbfflty, marketing flair, exceptional communication skffis 
and commercial drive and acumen. 

Please apply in strict ccnfklenca with a full CV to: 

Patrick Alton, Seville Consultants Limited, 211 Piccadilly, London W1V 9LD 


JUNIOR FUND 
ADMINISTRATOR 

Hedge Rind in Berkshire 
recking to hire additional 
vahnuooa pet ml Meal for a 
highly motivated, sdf-suncr 
whfc accounting and axufyocfij 
ribttls. who thrives in a 
dyaaibc otvirewnem- 

Pleasa forward CV with a 


objectives to 
If igd cn tfN 
or Car* GD 8-934 4897 


THE FUJI BANK, LIMITED 

^ m m 

m m 

t EX. .jfrfegMWft 

M * fcf ^ .y h - 

h-7V — 7“&^LT:i3!9 4-f. ‘ 
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J8&& &m) 

Tbny HaD 


The Fiji Bank. London 

7-1^ Finsbury Orem. London EC2M7DH 



Appointments Advertising 


appear* m UK «dltfa»i ewry Mftdhwitqf a Hwradair 

For hrtftOTnatton on advertistog to this section ptea&e call 

Marie Wiffiams on 0171 67S 4027 


Financial Times 
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I ?^pap r Hjead:Of6ce tttttieajreafof its Credit Division en gaged 

- 

•^WSXANT TO HEAD of • ASSISTANT TO HEAD 

. . :'-/■« SZS DEW 

; f ‘ SYNDICATED LOANS (REE B) 

THe^ s uccess p-U applicant win work in close The successful applicant will work in dose 

contact with tty Head of Ae Section in . contact with the Head of the Section in 


■- T 


• ■ : - \ 

• % 1 ’V 1 ■ . >■ 

• TWO CREDIT RISK ANALYSTS S 

(REE P, i • i ■ . 

■ 

JW 

The successfol candidates ft>r these positions gj 
wiE work in a team with the two Heads of * 


1 



the Head of Section, analysts ami other key 

m 4 I& _ _ J" ■ w^r ■ ■ ■ — ^ 


f rnnl-t.lL, ■■■ -1 ^ ' - - ■ ™ >ai ui uwt aibc W UJ WT> fciiL i a niw i iiin ii p iw unac 

I Head of the Section in.. . contact with the Head of the Section in wiE work in a team with the two f 

j ad ,^ sory I?a ? djat ^ s to develop . , carrying out advisory mandates to develop Section Assistants m dev 

I 1 t ^ ructured pioject and arid implement structured export financings, detailed risk profiles covering: 

■ I * lave .^db* securitizations and syndicated loans. a) project and leveaged financings, including j 

■ | pilt l y to w ork outside the box , Bfeot as He/ she win have the ability to "work outside drafting ^>f ’hncr noas nlann and wwitivity <■ 

•1 a tea m co mprising the Head of the box", albeit as part of a team comprising analyses; | 

.1 a^dofter key staff in the • ■ die Head of Section, analysts and other key h) export financings, debt securitizations and \ 

•3 Umston and to handle financial . ■ . . .staff in the Credit Division and to handle syndicated loans with special emphasis on £ 

S I 60 ™ 1103 / market, legal and tax aspects of financial, technical, market, legal and tax country risk where required. -.3 

$ prospective transactions. His/her- duties will . aspects of prospective trasactions. His/her 

i| “icjude appraising the Long-term feasibility role wall indude appraising the risk profile 

of financing propositions inv cilving drafting of syndicated loans, in consultation with the 

I business plans and sensitivity analyses. Head of the Section and analysts- He/she 
-3 He/she wijl also play an active rate in _■ . wiU also play an active role in growing the 

• | grovying the business by attracting ney business by attracting new mandates from 

mandates from appropriate counterparties. appropriate cpunt e ac part ies. 

■ ^ 

;j| Candid ates shou ld be n alimals of an EU mfliile state and will ideally have gained three to five years' experience in the releva nt areas with a 

’"b **^din g financial institution, pieferaijlywiih an in tanatiornl outlook. Fhmit Italian and Englhh are requisites^ and proven ability in one or more 

■ II , ” ^ riopean langua ges will be an asset. Beetaneration will reflect qu alifica tions and experience and there ace attractive pro s pec ts for q^t ht 

■ 1 advancement within a young; and dynamtc'teani. ' 

_ ^ywbd koe you meet Ifur^iurevmilijbreaytf Aesepasitims, please said us a CVv^h your lAphmemmjierin stricleot^vlence, 
lr fir P SS^. 'Star oar .died unless you^qnnpaias to ttjtidrfi should not he sen t . _■ - 


Sj is committed to strengthening 
its Research and Technical Analysis 
department within its Fixed Income, 
Forex and Commodities division. 
Following closely financial markets 
on a short and long term basis, your 
mission will be to provide day-to-day 
and mid-term strategies for the trading 
desks as well as for clients, tn Paris 
and abroad (London, New York. 
Tokyo, Madrid, Frankfim...). 
Candidates must have proven 
experience In using different kinds 
of technical analysis tools (traditional. 


numerical and/or HUioit Wave Theory). 
An excellent ability to communicate 
in a multicultural environment 
is essential. 

The position is based in Paris. 

Oral and written fluency In French 
and English is required. 


Please apply with a complete CV, 
including details of -current salary, 
quoting ref. GM/AX. to Odile Mohan, 
Socieie Generate, Service Recrutement, 
Space 21. 92972 Pans- La Defense Cede*. 
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ACCOUNTANCY APPOINTMENTS 
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Sector-Leadjqsjg, Highly Regarded Multinational Distribution plc 


■ . - - - . • ■ • _ . . . . 

This zmiltmalional distribizitav nbll wkJ rdatedt feandalaervioes gnrcp is associated with man y of the world's leading brands 
and generates ImrtWm exc e ss of 3Sc^tnttries. A wealth of operational experience and knowledge of doing 

business sn a wide variety of business cuftc^espfabvidtf a strong- foundation far ftdureexpahsiaa A new strategy has focused die 

group on core activities and the top-ot&ne'bband.b committed fco developing a world-class business through outstanding 

■ . . ' « 

Director* Group Audit ? 

Subsfan^al padc^c LONDON 

The Position The Requiremenis 

1 ■ • ■■ ■ h 

■ Develop strategy and irnplemeRt polfcjr and stewiardribr- :;; ■ QiiaK^accxnintBntwilhanexoessof fiveyeais" audit 
ttnandaJ audtt across nvxxftiuational business Ibsport to 1 . mahagoneot experience, to fnefade senior management 

Group Audit Committe e. . . alaxge,inn^ 

U’ Drive riercdefltied piogracttte of intmaf cmttols tp assert ' v - ■ impressive iRK^redoid in devebping audit strategy azid 


operational and financial performance delivered by the best trained and motivated people. The Group's finance professionals are 
viewed as business manages who contribute substantially to commercial development, p& L performance and strategic decision 
making. The Group has an excellent internal promotions trade record and has identified the oppo rt u nity to bring in two senior level 
finance professional in key xoles. 


C j-' 

» ■ * 


i Divisional Finance Director 


and monitor all gigniBcant financial ririeSL 

■ Structure manage and develop a team of audit managers 

and staff. . 

■ ■ v ■ 

■ Champion total integrity and true vrtae*dded service as a 
sophisticaledpzolessuaialpartxier to the business. ■ 


delivering first-class audit reviews and reports. Impeccable 
integrity and business judgement 


in the development and progression of team member 

■ QeatsuooiKl and articufate written and ved»l cranmiziucaloc 
.. Detail-oriented with dear^ vision of the overall business piduze. 

j RefeD5536A/P4 

Please smd your CV. with cuzzeot salary dtiaxb to; 
David Bmtoiv K/F Sdecthm, 352 Regent Street 
London W3R6HL» quoting the apptopi ia te r e feren ce. 




Substantial package 

The Position 

■ As the Company's prime operating division with a £2 billion 
tKiromre^thls business inc or porates 12 operations across the 
UKr Europe and the Far East 

m Senior level position reporting to Chief Executive and 
functioraBy toGro^ Manage dedicated finance tram 

■ Work with senior management team to develop business 
strategy budgeting and financial forecasting. - 

■ Ensure robust financial control to support die oprotions. 
Investigate ammeedal propositions md present financial 
justifications 


Alternatively said by fax on 0171-312 3360 
or by e-mail to kfs^mdonSkxnziferxyxo^ 
Internet Home Pkge jrttprf/WwwJdselectionx^ 


SURREY/LONDON 

The Requirements 

■ Qualified accountant with experience at finance director 
or equivalent level in large, multinational business. 

■ Able to deliver tight and effective financial control 
Capable at strategic and operational levels. 

Immediately credible with Group and operational 
managing directors. 

■ Commercially astute, customer-oriented and possessing - 
sound business judgement 

■ Excellent communicator and sensitive to differing business 

and geographic cultures- Refc 05536RAM 




A DIVISION OF KORN/FBUY INTERNATIONAL 
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AcQuisrnvE Manufacturing Plc 
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To £60,000 plus bonus 


Controller * 

CENTRAL LONDON 


Recent acquisitions and investment ia new DiaimfacturiDg fSBC i HtiRs have increased both the i nt ematkaial readi and the 
product portfolio of this fully quoted plc. A strong balance sheet* suppor ti ve shareholders and a credible and 
imaginative management team hag .positioned the Group for continued expansion tn the UK and overseas, both 


The Group Finance Director seeks to appoint a Controller to co-ordinate central financial matters and act as the 
interface wiih the operating divisions, Thb is a dew^opmentai role in two senses: on the ore hand, the CcwnroUer win 
be tasked watt growing hfe or her xole within the.husjness ~ establishing links with subsidiary c ompa nies, improving 
reporting and analytical formats, recruiting and training a head office financial team. On the other, fM® role is seen as a 
springboard into a Divisional Finanoe Rok In due course. 

The Position TheReqrarements 

■ Report to the Group Finance Director and manage a ■ Young OTduatMaKbre qualified accountant possibly 

team of 3-ft financial staff. withMBA- 


fa pqndbk faftoh Bn i mr fal and management . 

aaxxintinganda>nsolidatio a 

Measure and znvesdgate business and financial 

pe rforma nce. 


with MBA. 

■ Proven, eqetinffi o£ bdfa finazvsal and management 
accounting in a m a m ifa c tiiring en v ix on ment 

V Sound imderetanding of business performance 
■' analysis, ideally In a co rporate role. 


Liaise with divisional finanoe staff and with external 
advisors. 

> Build a team oi young pfofegsforaYswtftt potential to 

, move out into front line roles. , * • 

■ • • • * *~ 

Please send your CV with current sdlaiy details toe 
Mark Hartshome, K/F Sdection« Concede Hmssa . 
Trinity Park, Bickaihill Lane, Solihull B377E& 


A track record of rapid progression in a business with 
a culture of peisonfll /p n rfe Ss i onaJ development 

The maturity, presence and business acumen 


quoting refc 90527AAM. Alternatively send by fax on 
012WE2S2ltten^tokbtiii ria^M< BlBDmlBty.ODm 
internet Home Fsge: httpaVwww JcfifolectioiLOom 


c£ 50,000 


A DIVISION OF KORN/FBRKY INTERNATIONAL 

. • * ■“ r 


OBDRISt CHURCH 
OXFORD. 





Oxford 


Treasurer 


EUROPEAN BUSINESS DEVELOPMENT ROLES 

INTERNATIONAL. ENERGY TRADING 


VARIOUS CONTINENTAL EUROPE LOCATIONS 


PACKAGES £45-70,000 PLUS 


• Energy trading and risk management subsidiary 
of dynamic UK integrated energy group with a 
turnover approaching £3 billion. Trading in physical 
commodities and financial tastroments to generate 
sjgpffieam profit contribution. 

• Aan to exploit deregotoing European energy 
maricets by translating the leading^dge UK trading 
model 1 into the European mainland. Several 
outstanding managers are needed to spearhead the 


• Locally based in countries induding Spain. 
Germany, Benelux, Scandinavia and Eastern Europe. 
Operating in snail teams to pene trate local markets 
and establish “snb-boofe* trading operations. 
Significant freedom of operation within policy 


—- "pC*? h " H *V T*"** T *B * >fcl|,|l ‘ |633FT 

_ with fan car e er <nd xtisrj dcofiff kjc 
Darld Kcbaitfe 
WUrehead Sdectlca 
r,ll Em Sued, London *15 88B 
Tefc 0171 290 2053- fine 0171 290 2085 
www[ty faU ehB>d se iectkaieou^ 


• Kncrwiedge of energy markets essential. Trading 
or risk-management experience highly desirable. 
Business development experience within the 
International energy industry or possibly an f 
investment banking background focusing on energy 
deals. Local market knowledge a strong advantage. 

• Sharp intellect, c re ati v ity , strong commercial 
acumen and the ability to build relationships at the 
highest levels will be key to success. Strong 
business winning and negotiating drills. Ability to 
lead and inspire a small mixed-nationality team. 

• These are pioneering rotes offering significant 
freedom and challenge. Excellent wider career 
development opportunities both w ithin UK and 
internationally in this East-moving, tnarl»tJ«»aftingi 
group. Candidates with s imita r profiles but with less 
exp e rience should also apply, 


Whitehead 


SELECTION 


A<mJan 

WWKtead 


c £70,000 + bonus 
& benefits 


Global Data Entry Systems 


London 




International Controller 






me role 

■ Responsible to the Governing Body ft* the efficient 
management of stock exchange inwwnents. the 
cotiegek agriedturaj and commercial jPTOP*rty «» 
other assets, .V :.- . 

■ As a key mehier riT -college 1 ' committee^ pnadde 
financial input to strategic a nd operati onal 
disetnrions. Lead and manage an office staff or.9 

and a maintenance team of 22..' ■ ^ - 

■ 

■ Overall P#spons»iflty for thn ,** +„„?* 

^^tTTcenaraofthecnHegeamfO^edTBl^iiWtf*^, 

: ^garins, Christ Church Meadow ; and nlhef 


oftAtfibwmksI 


tJ ^nMn tewtrffcfaw ittJmuMy tf93* 
THEQIMJFICXnONS 

■ K6gfi level abilities in financial management 


Strong budgeting, forecasting and. planning 
sknis. _ 


s . « - - . 


UedS 0113 7774 

tendon 0171 298333J 

Manchester Qt6i 4991700 


Adaptable, (Splomatic with sound judgment and the 
ability to operate, effectively In a cofleglate, 
committee environment capable of contributing at 
college and university level 


Christ Church is an equal opportun/ttes employer. 


il'iu 


Selector Europe 

spfiKcr suu: i 


Pktu rwftiy wfth fuff drtibto; 


ICCannwflitPlMtp 
London WZ2E0 


Wtur/ute within a quoted te r mi tanaxporytton with global annial revenues of $1 50m vffldi has experienced 
sjgpiffkamgrQWthamf is now refocusing its tpwrkw Eur opean optntions. ret^ wo{ianff wfii 

focal managum mit end GmuppnrvicBnff robust fbintiai tnmneg er nent to support further uagransion. both organieaify 


TO ROLE 

■ Working with the Worldwide Sales Director to 
support country MDs and their teams by reevaluating 
performance measures end defhremg business* 
focused financial management and control. 


Coaching and developing country finance teams to 
provide a more rigorous analysis and review service. 


liaising whh Group Finance to evaluate deffver and 

Integrate fieri cdiirfyy start ups fchd acquisitions. 

■ 


THE QUALIFICATIONS 

■ Ambitious and proactive graduate Accountant, aged 
early 30s+ with strong financial analysis and reporting 
skills gained in a fast moving sector, ideally high 
technology or consumer products. Prior line 
experience highly advantageous. 

■ Perceptive analyst wfth strong commercial 
orientation. Dedicated team player with drive and 
energy willing to use Initiative. 

■ Adept communicator and negotiator, able to 
motivate and challenge contemporaries and peer 
group. Effective and confident at senior operating 
board level and capable of progressing further in due 


course. 


Ladds 0113 2307774 
London 0171 298 3333 
Manchester 0161 499 1700 


$ 

| Selector Euro pe 

Spencer Stuart 


Please reply wtdi fufl details toe 
Selector Europe, B*L PAU28H4-1/B, 
16 Ccmnaught PfacCi 
London W2 1BX 


iSTk i 





Appointments Advertising 

■ 


appears in the UK edition every Monday, Wednesday _& Thursday 

and In the International edition every Friday. 

.further information please caii:KarI Loynton on +44 0171 873 3634 
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Financial Controller - gems 

Coventry 

c £37,000 + Car + Relocation Package 


WOT a turnover of DM 25 billion. GEHE is a major 

European pharmaceutical wholesaler/ re taiter. 

In line with an aggressive acquisition strategy. GEHE 
acquired AAH pic in 1995. to which it added Lloyds 
Chemists pic in 1997. significantly enhancing the 
groups retail operations. 

The combined business is now the UK’s largest 
neighbourhood pharmacy chain and pharmaceutical 
wholesaler with over 1200 branches. 20 distribution 
centres and a UK turnover In excess of £2.5 billion. 

As part of the UK group. GEHIS performs the function 
of a central unit delivering IT support to the operating 
divisions. Following reorganisation. GEHIS is seeking 
to appoint a Financial Controller. Reporting to the 
GEHIS Managing Director, the appointee will be a key 
member of the management teem, taking full 
responsibility for the financial management of the IT 
services provided to the business. 


More specifically the role will include: 

* Management, financial and statutory reporting. 

♦ introduction and establishment of financial controls. 

♦ Development of sophisticated project costing 
systems and subsequent implementation. 

* Visible, proactive and commercial Involvement in 
formulating business strategy. 

Prospective candidates will be qualified accountants 
able to demonstrate a track record of achievement In a 
dynamic, changing environment. 

Additionally, energy, commitment and commercial 
acumen coupled with excellent interpersonals are a 
prerequisite. A background in the IT or service sector 
would be of particular interest 

Interested candidates should send a CV including 
salary and a telephone number to Michelle Evbtis at 
Michael Page Finance, The Citadel, 190 Corporation 
Street. Birmirgham B4 6QD. Ref 419755. Fax 0121 
625 3378. e-mail: mfchelleevans@michaelpage.com 


Michael Page 


FINANCE 

Australia ■ China ■ France ■ Germany ■ Htong Kong ■ Italy ■ Netherlands ■ New Zealand • Singapore > Spain ■ UK ■ USA 
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Group Financial Analyst 


Frankfurt, 

Germany 


c £45,000 (135,000 DM) + Benefits 
+ Relocation 


With a turnover in excess of $500 million, our client 
is a world leader in the manufacture and marketing 
of labelling systems and solutions across global 
markets. Operating in 23 countries and with a 
worldwide network of subsidiaries, the company Is 
an independent division of a multi-faceted global Pk: 
whose strategy to be number one in each of its 
markets, Is being realised through acquisition and 
organic growth. 

Due to internal promotion, a vacancy has arisen 
within the head office finance team based in 
Heppenheim, Germany. Reporting to the Group 
Finance Director, responsibilities will include: 

♦ Commercial analysis of group operations 
throughout Europe. 

♦ Provision of financial support to the board. 

♦ Enhancing and maintaining management 
information systems. 


♦ Ad hoc projects Including acquisitions and project 
evaluations. 

♦ Capital expenditure reporting. 

♦ Training and support of local subsidiaries 
controllers. 

Having qualified In the UK, you will be aged late 
20's/earty 30's. While a knowledge of German 
language is advantageous, your personal qualities 
such as resilience, determination and strong 
communication skills are of greater importance. 

You also possess the flexibility to thrive in a 
multinational environment and are proficient in 
Lotus/ Excel. 

Interested candidates should write enclosing an 
upto-date CV with current remuneration, quoting 
reference 420510 to Paul Smith at Michael Page 
International, Centurion House, 136-142 London 
Road, St Albans, Herts ALL ISA or 
e-mail: paulsmrth@michaeipage.com 


Michael Page 

INTERNATIONAL 

Australia - China - France - Germany - Hong Kong - Italy - Netherlands . New Zealand - Singapore > Spain - UK • USA 


FINANCIAL TIMES FRIPAV MAY S 1*K 
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CENTRE LTD 


Finance Director 

London and Folkestone 
£ Competitive Salary + Relocation 


The London Processing Centre Ltd is a service 
organisation employing advanced computer technology 
to provide wide ranging servicss to the London 

Insurance Market. With a budget of c£L0 million, it has 
some 220 staff based in Folkestone and a marketing 
function in London. Processing nearly £10 billion per 
year, it deals with flH transactions for member 
companies of both ILU and URMA as well as designing 
systems and software packages for customers 
including brokers, underwriters and major banks. 

LPC Ltd has embarked on an exciting phase in Its 
development with expansion planned through provision 
of additional services to Its customers. 

Working from both offices, the Finance Director is required 
to provide entranced financial management to the 
operations of the company, act as company secretary and 
assist in tie commercial development of its business. 
Specifically he or she wiH set corporate accounting 


standards, recommend working capital requirements and 
provide strategic input for Board members 

Applicants must be qualified accountants 3ged between 
3 & 45 . with a proven track record of commercial 
decision making and successful implenwntaiian of 

wen.nce in the .nsuranc* marts, 
would be an advantage but not essential. Tin- 
successful applicant will have already oclwcvtni 
exposure at finance director levd or equivalent 

Along With Strong IT skills, personal attributes should 
include a resilient and tenacious character, coupled wi 
the diplomacy required to succeed m this enviruniitent- 

Please forward a foil CV to Joanna Adolph at Michael 
Page City. 50 Cannon Street. London ECW oJi. 
Alternatively, tel 0171 269 1840 or fox 0171 329 342b 

e-mail: jcrannaadolph@nricte^pagc.cofn 

All CV*s will be dealt with in the strictest confidence. 


Michael Page 


CITY 

London - New York* Paris- Amsterdam • Frankfurt ■ Milan • Madrid • Hong Kong - Singapore - Sydm^ 


Director of Financial Planning 


Global 

Entertainment/ 

Media 


London 


c.£70,000, 
bonus, car 


Our client is involved m diverse and innovative product and service developments worldwide. 
It is also a major operation within a significant name in global ectertamment/metSa. 

This opportunity, which has become available due to promotion, plays a key role in business 
devetopmem working doseiy with the Strategy Oirectar and Finance Director in a broad range 
of financial planning activities. 

Specificafly you wffl: 

• Design and maintain periodic and annual business reporting and review processes 

• Develop the annual budget framework and provide financial elements of long range plans 

• Review and analyse current and forecast performance 

• Manage the investment process, Inducing review of new business ventures and- qB major, 
investm e nt, as wefl as supporting negotiations as necessary 

You wffl be a Qualified Accountant or a financially orientated MSA with a strong track 
record ki financial and corporate planning. You will have the commercial and personal 
credibfiity to build effective working relationships across' the business. Your analytical and 
presentation skills wiU be supported by a practical approach and considerable energy 
and enthusiasm. 

Interested candidates should write wfth full CV, quoting current rewards package to 
Karen Wilson, Consumer Goods & Services Practice, Hoggett Bowers, 28 Essex Street, 
London WC2R 3AX, Tel: 0171 970 9600, Fax: 0171 936 3974, quoting ref: LKW/ 1 6574/FT. 


Hoggett Executive Search 
Bowers and Selection 
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Part of the PSD Group 


European Finance Director 


WALKER 

HAMILL 

i 03- 1 05 I ur rn vn S : ree I 
Si. ,Ln-e>’s 
London SW ; > (iEE 

Tel: O'! 71 4444 

Fax: 0171 83 c -‘ 5S57 


Central 

London 

Our client is an international executive 
recruiting firm that has strengthened its 
position as die market leader in its industry 
following several years of outstanding 
growth. Through an extensive global 
network of offices in Europe, North 
America and the Pacific Rim it serves 
clients in a range of industries including 
private and public organisations of all sizes. 
The firm operates as a single, seamless 
global organisation, and the company 
culture reflects a strong emphasis on 
teamwork and professional achievement. 
Future prospects are considered to be 
excellent 

There now exists a requirement for an 
exceptional finance professional, to assume 
the European Finance Director's role 
reporting directly to the CFO in New York 
and the Head of the European Region based 
in London. In addition to responsibility for 
all aspects of accounting and finance, 
specific duties will include: 

• Developing procedures to assess and 
control p er fo rmance of specific business 
areas. 

• Acting as a business partner and liaising 
with the European country managers. 


£70,000 + Car 
+ Bonus + Bens 

0 Supervising the preparation of regular 
financial and management accounts. 

0 Working with regional leaders to 
implement strategic business objectives, 
including staffing plans and new market 
development 

0 Responsibility for real estate, 
productivity and profitability strategies. 
0 P e rfor mi ng ad hoc project work. 

0 Assisting in the development of 
potential new offices elsewhere in 
Europe. 

0 Managing a finance function of five in 
London and five in Europe. 

The successful candidate wiH be a qualified 
ACA (aged 25-33) with exemplary levels of 
commercial awareness and business 
acumen. The ability to work and liaise with 
senior management and operate in a young, 
dynamic and fast-paced environment is 
essential. Additionally, prior experience 
gained in the European arena, possibly an 
secondment would be highly advantageous. 

The rewards include an attractive 
remuneration package, and the op p ortunity 
to develop a stimulating career within this 
prestigious, rapidly developing 
international firm. 


Interested applicants should write, in the strictest confidence to David Craig or 
Eleanor Talbot at Walker Hamill Executive Selection, forwarding a brief r£snm£ 
quoting reference DC4478. 


Finance Director 

Potential Flotation 

Hi- Tech Bio-Developments 


m Our client exploits novel bio transforms Don 
technology to rum tow cost raw materials into 

high value natural ingredients for the food and 
personal care industries. The exploitation of their 
intellectual property is achieved by a balance 
between contract research, project licensing and 
product sates, providing revenue streams for 
both the long and short term. 

m The current growth and future plans of the 
company are such as to necessitate the 
appointment of an ambitious individual who can 
establish accounting policies and procedures 
and the appropriate IT infrastructure to support 
the business as it expands, working towards its 
aim of flotation within the next three years. 

a This role would particularly suit an energetic 
qualified accountant with international financial 
experience gained within a high tech, project 
management environment - Bio-technology 
experience would be useful but is not essential. 
It is 3lso important that candidates have had 


Kent - to £70K + bonus + S/O etc 

exposure to a fletation/pk; environment. Key 
skills required are a hands-on approach to work 
within a fast moving and expanding 
environment: proven financial and IT skills; the 
ability to appraise legal and contractual issues; 
the credibility to represent die group to external 
advisers and clients and the self confidence to 
be able to operate as a member of a small 
management team. 

Please outline your suitability for the position 
and send your curriculum vitae, including 
details of current remuneration to 
Carrie Andrews, Ernst & Young Executive 
Search & Selection. Rolls House, 7 Rolls 
Buildings. Fetter Lane. London EC4A 1NH. 
quoting reference CA238. 

sS Ernst &Young 

The United Khtgdom firm of Ernst & Young u <r member tf 
Ernst & Yntmg !ntemod$ndl 



c. £80,000 + Bonus + Benefits 

Our client is a pre-eminent global financial services firm with 
trading market positions in securities, asset management and 
credit services with net revenues ot nearly $156 bfflion and net 
income of S2£ bfllion, the organisation has over 400 offices in 28 
countries, it strives to maintain its global position through the 
quality of its service provision and employees. Its Real Estate 
Group now requires an Investment Controller of the highest 
calibre to oversee its European Investments. Reporting to 
New York and European Business Controllers. responslbiHties 
will Include!' 

• Providing accounfog support for aB the organisation's new 
European Real Estates investments, financial analysis for 
those investments and overall co-ordination amongst its 
business units and various finance, administration and 
operations areas. 


London 

• Assist in the- conceptualisation and implementation of 
accounting policies and procedures. 

• Act as a liaison between the investment vehicles, finance, 
administration and individual business units. 

• Assist in the setting up of specialist repotting systems to New 
York and London. 

■ 

Candidates wiH be qualified accountants with a minimum of 5 years PQE 
with specialist knowledge of' partnership and/or real estate accounting. 
They wffl be capable of operating independently, multitasking and bring 
high level analytical and computer model Bng stills. Candidates must 
also have the Htepersonal sfcffls and credfoifity necessary to manage a 
considerable number of interfaces in diverse locations. 

This represents an outstarafing and high profile opportunity to join a 
premier organisation in a position of importance and sway. 
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European 



Financial Manager 


To E50k + Bonus + Benefits 


London 


Nkhotsan International Group b the making oF people. 
We've created a client- focused culture *hcre 
achieving evo e Skmx b e x pect e d and nothing is taken 
for granted. 

We deliver pioneering Search and Selection and Human 
Resource Management solutions to our dienes - 
mridvrfde. In less Khan 10 years we've esuUtfied an 
I n te g rated network of 28 wturify owned international 
office with over 300 Wgh calibre profesfomfe. 

This impressive growth has resulted hi our need for a 
high caftre imiivvdua] to take .responsibility for our 
European region (12 countries); your brief wtf) include: 

- the management, motivation and dtvcbpmeni of 
local ftnano? teams 

-strategic analysis, financial planning and 
commercial Input to support the Focal ma n agement 
In die devel opm e n t oF our busfncu 

- proactive hmtwmm In die production or rimefy 
and s\ u r a te fmatciai and imagonent inform fan. 


To succeed within Nlchobon International, you need lo 

have an international mindset You wIBbea qualified 

financial professional with at least 3 years' PQE, 

will demonstrate commercial awareness and an" 

instinctive understanding of the key Issiies 

« 

underpinning a business. You will have an ability 
ro create excellence and. above all. add value, 
bring able !o manage bo* ‘grass too*’ arid strategic 
ium Untied travel wlfT be required. 

Due to the unique naruie or this role, fuiurc cacrer 
projects wdl be driven by your success. 

To be one of our people you should send your CV. 
stating current remuneration ip Ross Barnard at: 
Nicholson International. Bracton House. 

34-36 High Holborn, London WC IV 6AS. 

Please quote TcfiwUKR4€7. " j 

Ahemarivr^, fax your drtaib on 0171 404 8128 / 
or emaU rafi6Qnie1ioboh4nti.com li 


Nicholson 

International 
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European Project Management 

■ 

World Class Automotive Component Manufacturer 


Excellent Package + Benefits 


Various Locations 


exception al opp ortunity to establish a single site Pan-European Accounting SI 
Services Centre (ESSC) from zero base to fully operational in year 2001, empl 
100 multilingual professionals serving 50 European Automotive Business Units. 


CAPITAL EXPENDITURE 


ANALYST 


Switzerland 


Excellent Package 


THE COMPANY 

♦ A$iot»n turnover global manufacturing and service company 
providing high technology or engineering concent to the 
automotive, space and defence markets. 

♦ Head office In USA M subsidiaries. Operates In 24 
countries. Founded 1901. 

♦ Profitable. 

THE POSITION 

^ w organisational structure, recruit and provide 

leadership. Implement best practice systems to a process 
team encouraging cross functional support. 

^ Director, European Shared Services 

contributing to, and participating ml die development of the 
ESSC project plan, ensuring all process milestones are 
achieved. 

♦ Assume a ‘hands-on 1 approach to assimilate current SAP 
corrf^iradon and process designs. Commence a &p analysis 
to future ESSC process visions. 


Ensure that overall service level agreements are met, 
monitor performance and act as team focal point on 


^ Work In tandem with and add resource to the current 
European SAP i mp le me nt a tion p i u gijj imie. 
QUALIFICATIONS 

► Stropg intellectual and leadership ddUs. Graduate whh MBA 
or professional accountancy training, fluency In at least one 
European Eangpage. 


Clear strategic thinker. Excellent presentation and 
communication drifts. Able to infiuerKe at aH levek. 
Innovative, energetic and hjghty motivated team player with 
sound appreciation of financial issues. 

Full European mobility. Able to commit to a 2-3 year 
project 


Please send iuD cv, stating salary, ref BR80502, Co NBS, 37 Qu 
Fax 01 1 7 934 9370 Email paiikQnb-setedioagBjik 

Ab«rt*«v Butrrimdmu » Brian! » CanSfi . Ci?y-» LMCfe * London 


pare, Bristol, B5I 4QS 
0117 929 1142 


Fra n tt w r 


Select? 


A BNB Resources pfc oompary 


NBS 




International Services Company 

Group Financial Analyst 

■ 

3 YEARS+ PQE 


TO i 50.000 -T BONUS - OAR - BHM I I I S/C l N I KAI LONDON 


Through their powerful premium brand portfolio and superior marketing, manufacturing and 
distribution expertise, our client is firmly established as* the worlds most successful consumer packaged 
goods company. Ranked in die lop ten of all companies worldwide in terms of both profitability and 
market capitalisation, strong financial management is at the heart of busness snares*. 

Due to their continuing impressive growth and nianu&cturmg infrastructure investments in tite rapidly 
evoking markets of Eastern Europe and the Baltics, the company is seeking to recruit a talented Capital 
Expenditure Analyst. Based at their headquarters in Switzerland, working with a small high-performance 
finance team and liaising frequently with operations and engineering professionals, the Analyst will be 
responsible for preparing, analysing and reviewing capital expenditure proposals and budgets for 
affiliates across the region. Travelling periodically to ihe field, including 10 the markets of Russia, Ukraine 
and Kazakstan, die Analyst wiD also be responsible for assisting in establishing local systems and 
procedures for tracking capital expenditures. 

Success in this role wiD require excellent financial and analytical skills, at least three vcais" experience in 
an mteraational environment and exposure to operations or to construction management, with an 
emphasis on project work. 

Strong financial modelling, planning and organisational ahilities wiO aD be critical to ensure completion 
of complex project proposals to strict deadlines. Fluency in English and superior communication and 
inter-personal skills are also essential. 

Our client's working environment and the way in which it rewards its employees arc as impresshv as its 
business performance. The salary and package is generous, whilst success in ihis role would lead 10 a 
range of more senior ^opportunities within the company- ’ - 

Interested applicants should post or £tx their CV quoting rc£ 264 and giving current salary details to 
Aldenvick* Consulting limited at the address below. For more information and an initial discussion hr 
confidence, please call (+44) 171 242 9191 (weekdays) or (+44) I4S0 477437 or (+44) 966 119036 
(evening^ and weekends). 


AlDF.IttVTCK 

CONSIXTLNG 


STARCH fc SELECTION 

05 FITTER LANE. LONDON EC 4 A 1 EP. TELEPHONE: (*-H) 171242 9191 FAX: (-Hi 171-212 MH» 






Our client is a leading listed international 
services provider. It works in partnership with 
world-class dients and is committed to continuous 
improvement. Having identified a number of 
international growth opportunities, it has 
restructured to align itself with these markets. 

The Corporate Finance department seeks an 
ambitious Accountant to. join- the team. 

THE POSITION 

• Reports to the Director of Planning and 
Analysis and will involve evaluation of 
capital investment projects and client service 
agreements. Appraisal of project performance. 
M&A related projects. Contribution to 
strategy* corporate budgeting and results 


SA1NTY HlRD 

& 

PARTNERS.-. 


review. Provision of support in advance of 
executive board meetings and announcements. 
Adhoc projects. 

• Member of a lean, yet high-profile, group head 
office team working closely with the board and 
divisional management. 

• Substantial career development opportunities and 
some international travel. 

QUALIFICATIONS 

• Qualified Accountant demonstrating a trade 
record of academic and commercial succe s s. 

• Confident, wfch the ability to bu3d strong relationships. 

• Desire to contribute to change, continuously 
challenging the status quo. 




details, qnctiag reference 980407. 
to Hunjobion, SHP Aasodtacs, 
Aldenniy House, IW5 Queen Strut, 
London BC4N VOL Tfcfc 0171 815 8888. 
c 017 ! 815 8800 . fi naib sfap^sbpuo^k 


Company 

Secretariat 

Executive 

c £55,000 & car & benefits 

m m m 

m m 

Our client is a substantial and very active UK pk: with market leading 
products and a competitive organisation. They now wish to appoint a 
graduate ^Accountant, Chartered Secretary or Lawyer to take a 
pro-active and hands-on approach to the management of Pensions, 
Insurance and Property (real and intellectual). Each area has a 
substantial impact on the Group and -its financial performance leading 
the. Board to look -for cr high standard of vigilance; clarity of 
' presentation; financial/ economic analysis; and effective assessment;^ 
management and co-ordination of advisors. 

Candidates should have a high grade academic record through 
degree and professional qualification stages and a minimum of 5 years 
Company Secretariat experience at a senior level; with a specialist' 
knowledge in at least one relevant area (preferably pensions). Strong 
personal motivation and application to detail need to be combined with 
proven analytical and communication skills, commercial awareness, and 
on understanding of the business implications of the issues. 

Success will lead to a widening.of the role which is the most senior 
position reporting to the Company Secretary. The location is in South 
West London. 

Please reply in confidence, quoting ref: 1648 to: 

Brian Mason \/f Q fWX 

Mason & Nurse Associates IT ILiOvyi 1 


les Echos 


The FT can help you 
read) additional business 

readers in France. Our 
link with the Bench 
b us iness newspaper, Les 
Echos, gives ym a 
unique recruitment 
advertising opportunity 
lo raphalisr on the FT* 
European readership and 
- io further targetibe 
French business world. 
For infonnatioa oo rate* 
and fimher details please 
telephone: 

Kail Loymon on 
444 171 873 3694 


Financial Controller - 
Banking 


The Job 

Hnancial controller required 10 monitor a bank 
and .other non-banking investments in CIS 
country. . Tbe rede would require the applicant to 
design and implement internal control systems 
to Western-standards. 

The role is likely to expand in scope and variety 
as farflw investments are made and requires an 
individual who is pro-active and can take die 


Requirements 

□ A ppr o p ri ate accounting qualifications 

□ Experience in a commercial bank 

□ Willingness to live in CIS for at least two 
years. 

□ Tough apiHrac^to&tancial control, together 
with sensitivity to cultural differences. 

□ Experience of stan-np or .venture capital 
useful. 

□Experience of living in an emerging market. 

□ Knowledge of Russian useful, but not 
required. 

Pay 

Salary and bonus negotiable. 

Please reply to: Box A6I34, Financial Times, 
One So u t h wark Bridge, London SEI 9HL 


Brian Mason 

Mason & Nurse Associates 
l Lancaster Place, Strand 
London WC2E 7EB 
Tel: 01 71-240 7805 


& Nurse 

Selection and Search 


Appointments 

Advertising 


appointments wanted 




for international Business 

Tto Director [tax consutattl). 39. EU ri to. ap«rieace in BigSixand 

• mmrnrnNiil "«wm fiMatt.mno*ative and drive of efange 

« ?i| accounting both infernal!) 1 and ejclernflUy c-g. audit. JAS, US GAAP 

. Iflnancel. Vrtdcfkiw. Vwwtedgc managHacm, and IT strategy toow-bow 

. swiegy. v*tac W ri*k 

• oMfkm and implementation of global mx-mamgroiem-mlbr^^ umnlation-modds 

• uTpoScws, t^pwittanm g. ' amkr P* 11 ® 5w6ks ' 

• ftra-dtu» prcsenuiioo and interpersonal &ldHs 

• personal dcvdopmonuconciung 

T . ifwtlng %r a new dolkogg cn the fim level in a dynamic global innovative muliimrioaal company. 
rEZ ^^UoBox Ah 137, Financial Times. OncSooiiiwaric Bridge, LondooSEl 9HL 


appears in the UK edition every 
Wednesday & Thursday and In the 
international edition every Friday. 

For information on advertising 
In this section please call 

Kaii Loynton 
on 0171 873 3694 


Fmancial Times 


HEAD OF INVESTMENT BANKING 
INVESTMENT BANKING EXECUTIVE 


A large international financial company is looking for 
qualified professionals for two positions within our Moscow 
office. The Ideal candidates should have: 

■ 3-5 years investment banking experience; 

■ 

■ experience in arranging M&As, LBOs, reorganisations^ 

international buyouts; _ . 

■ knowledge of the Russjan and CIS business environment 
and experience in advising on and implementing both 
Equity and Debt programmes; 

■ Russian language - advantageous, MBS, MA or joint JD 
preferred. 

To apply, please send your detailed CV, including current 
salary, and marked "Investment Banking', to our HR 
manager. 

Fax: (7-095) 564-8299 or e-mail: marinan@cig.ru 


opportunities 


Inmarsat 


The Rote 

- Carrying out effective Investor Rotations (IH) and 
shareholder communications bo to meet the needs of 
current investors and to attract others. 

• Communicating the vision of toe Company and 
portray in g an accurate picture of Die Comparyfe 
prospect* using the most effective comuMfcallon 
channels in reaching the target audience. 

• Understanding the rota of capital markets in 
developing Investor Relations, estabfahfng an open 
r ela t ionshi p with the financial meefia and distributing 
- in forma tion as appropriate. 


Inmarsat Is e truly global organisation and ihe only provider of global mobBs satefftte commcmJc&tion 
systems today. Currently an Mergovermentd ca-operatfe* with over 80 krtomahonal stakehoktors, 
In mar sat to now on sctwiSute to restructure the organisation Mo a privatised company. In preparation 
for an early Notation. These two high protBe ro fee am pivotal In Me t r a n si tio n process and am also 
important to further developing the organ toa tio nto carttmerclal strategy world-wlda. 


Manager 

Costing and Yield Management 

The Rote 

• Assume raspo naM Hy tor co-ordinating al pricing 
dBcMonsfar h a iN ra a ft 

across engineering and commercial functions. 

• Co-ordinate afl the ffnaidal aspects of business 

cases to be put forward for Board adoption. 

• Provide oostfng and yield management Inputs tor 
pricing new services and maintain and update 
Vnnuasafe c o st model. 

• Mato reconrvnendfltions tor other costing, pricing 
modeb and co mm er cia l practices to maintain the 
company* market ahara. 

• Gotfoct and analyse compettor pricing and propose 
compettfvB action. 

• Liaise legutarty with other flnaice and Coinmer did 
staff to provide support on costing and pricing to 
other areas of the organisation. 

The Requirements 

• Minimum of 7 yeas' working experience in a 

rote - Ideefly In a totocomc 
arena or in constancy. With particular emphasis on 
costing, pricing models and commercial practices. 

• Graduate caBbte in etectricaJ7etectionic e n^n oo ring 
with efthar further educational quuBfic ail u ns in 
finance/buSmss. Or several years work experience 
halhancefoisraMflnvlroiunefiL 

• Excelent written and spoken Engfoh together with 
w oM do v otepo d communication and negotiating skflls 
at afl tevete. 

• Technical appreciation ot taleeomiiiinicdon&« 
p rafaa bly gafaiite or cc l uhir . 

• High level of computer Bterecy - both hardware and 
oottware, incimflng sprooristiwt modefeig akite and 
good presentation strife 

• Abflftyto wOfkakmeor fai a tsam envtomnerTt with 
sorior managers acroes ihe otgeresatioftp 


• Managing the comnmMiications prog ramm es in 
preparation tor an IPO. 

• Developing and maintaining ongoing relationships 
with capital market analysts and encouraging them 
to ‘follow’ Inmarsat. 

• Understanding the different financial reporting 
requi rem ent s to major countries and taking into 
accouit the shareholder base when considering 
investment opporfasittas. 

The Requirements 

■ Graduate with a MBA or Masters degree with several 
years of relevant experience of the Mowing: 

- Oevetopkig shareholder comnwications in the 
ttocoms or satsfite industry, 

- Dealing with the financial media and capital 
markets to enhance shareholder co m rr m caflon& 
and investor rotations. 

• Confident self-starter with the strong interpersonal 
strife needed to establish and promote this new rola. 

• Highly persuasive, perceptive end dplomatic 
indlvVlual - comfortable working to a (nriticuttural 
ernrhonment. 

• W e il de veloped commer ci al aid customer focus with 
dear po ta nt to lor longer term career development 


In rattan, we offer the moetiont salary and benefits package you wouM expect from a Challenging and nswanSng 
career kt a mutticuttural, tndy global o ft fOnisa ti an. 

Please sand your CV with current salary dstaBs toe Domk I fefl w; Strategic Sahefen Ltd* Index House, 
Stfieorges Law, Ascot, Berkshire SL5 7EU* W&I344636370L Fax 0134* 874103. Ema3 demk^stretseLconu 
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IT Appointments 


■>W • 


Our client is a leading global investment bank whose market activities include a strong presence in OTC and Equity Derivatives. A significant 
expansion plan and strong commitment have been applied to die development of sialc-of-tfic-an technology for these areas of business. 


They require a Project Manager. Business Analyst and Systems Tester to work with the IT team developing and supporting solutions. Current 
projects include the development of a large scale OTC Derivatives settlement system which will support all OTC Interest Rate products such 
as Interest Rate and Currency Swaps, Caps. Floors, Forward Rate Agreements, Swaptions. Bond Options ere. Major functional components of 
the OTC settlement system will be accounting, payments and confirmation processing. 


PROJECT MANAGER 

Heading up a learn of Business Analysts and Analyst Programmers- you will have overall responsibility Tor the production of deliverables. You 
will be educated to degree level, and have at least three years Project Management experience within the financiai/banking environment with 
excellent structured analysis and design methods. Ideally you will have experience of settlements f payments, confirmations, accounting) 
together with an understanding of OTC Derivative products. A flexible person who is team oriented* strong verbal and written comm unication 
skills are a must. In terms of technology, the ideal candidate will have good working knowledge of Sybase. Unix and Windows NT. 


BUSINESS ANALYST 

As pan of a small team or Business Analysts, you will work closely with Analyst Programmers on the analysis, design, build, test and delivery 
of the module. Educated to degree level, you will have at least two years experience of the fmarnHal/bariking arena with good working 
knowledge of Sybase. Unix and Windows NT. It b essential that you arc a flexible team player and possess excellent interpersonal skills as 
you will be working closely with other teams to ensure that their deliverable dovetails with the overall architecture. 


SYSTEMS TESTER 

The successful candidate will have at least two years experience within the investment hank in p/ financial arena together with degree level 
education. You will be part of a learn of testers working on various systems within the OTC and Equity Derivatives area. A good team player, 
it is essential that you are highly motivated with the ability to set targets, mobilise resources and plan and structure your approach to your 
work. Familiarity with Sybase, Unix and Windows NT would be an advantage* although the most important quality you will possess is an 
intelligent and inquisitive mind. 


The*c are outstanding opportunities n> join an organisation which is capitalising upon its position as marker leader in the arena of OTC and 
Equity Derivatives. An excellent career structure is in place to ensure that ambitious individuals are able to fulfill their potential. If you have a 
proactive approach and can succeed in a challenging environment, please contact our consul lams. 


For further information contact 
Fiona Phillips or Alex BJarr 
Huxley Associates, 

1 7 St Helens Place, 

London EC3 A 6DE 


... » r 




Telephone: 0171 3355890 
Fax: 0171 335 0008 

Email: Jobs@Huxley.co.uk 






DERIVATIVES AND FIXED INCOME 

INTEREST RATE RISK MANAGEMENT SYSTEMS 


• Project Managers m Business Analysts m Technical Consultants • 


CITY BASED 


HIGHLY COMPETITIVE SALARIES 


Our diene is one of die leadin x providers of solutions Got rak 
management and trading s \ items for fixed income and 
derivatives. Their track record of success and growth has 
created a number of excellent opportunities for key 
individuals to join this dynamic organisation and to be a port 
of their strategy for global expansion. 


You will currently be with a bank, consultancy firm or 
software house seeking a new challenge and have experience 
and knowledge of one or more of the following: 


Fixed Income 


These position* offer a good opportunity to work with the 
leading players in the fixed income and derivatives market as 
well as gaining exposure to the latest developments m this 
exciting field. There will be a significant level of customer 
contact with all positions. 


• Interest Rate Risk Management 


• Front Office Trading Systems 


• Derivatives 


Knowledge of the derivatives and fixed income markets and 
interest rate risk management are essential, together with 
direcr experience of implementing from office systems with 
a major financial insarutzon.Thc more technical roles require 
good experience ofWmdows NT, UNIX and Sybase. 


• Implementation Management 


These positions will be well rewarded and may involve 
international travel If you are able to meet these challenges 
and have the qualities and experience to realise these career 
opportunities, please send your CV to: 


Well qualified academically and with good 
interpersonal skills, you will have die ability to 
communicate effectively at afl level. A high degree 
of professionalism and enthusiasm with a ddiwry- 
onenred approach is essential. 



Alan Summers quoting reference 
FTA0498 at S&H Consulting Limited, 
Lloyds Avenue House, 6 Lloyds Avenue, 
London EON 3 AX. Tel (0171) 481 1171. 
E-mail - SHConsult&aoLcom. 
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One of the hottest investment 
management teams does not even 

appear on this list! 


Within Price Waterhouse's Management 
Consulting Practice there is a dedicated team 
which works with the top organisations in the 
investment management industry, not only in 
the UK, but also across Europe and 
throughout the rest of the world. 

The team is a recognised leader in its held. 

Its members share a profound understanding 
of the issues facing the industry and have the 
ability to develop and implement solutions to 
help companies and their senior management 
teams to manage change. Their ability and 
reputation in the market open doors that 
would remain dosed to lesser organisations. 


experience will have involved you in 
management of some significant change 
within your business area; 


• Customer service and management -you 
may haye been involved in making your 
satesforce more effective or n implementing 
a customer management programme. 

Your experience will probably have been 
gained within one of the leading investment 
management companies. Alternatively, it 
may have been gained within a management 
consultancy firm or a recognised software 
vendor specialising in this market sector. 


With your intimate experience in business 
processes and/or IT systems within a top 
investment management operation, you could 
soon be joining them. For that to happen, 
you will need a CV which identifies you as 
someone who can make a significant 
contribution to the team with a background 
in one of the following areas: 


You win also have to demonstrate inteHectua! 
stamina and high levels of energy, enthusiasm 
and commitment with a strong defivery 
orientation. You will reed to be able to 
demonstrate the flexibility to adjust to an 
environment with no formal hierarchy and 
the ability to initiate and manage change. 


IT - you are either an fT professional with a 
good understanding of the business gained 
through business analysis or full cycle 
project management or an end user who 
has been heavily involved in specific IT 
projects in your area of the business. 
Experience in one of the leading software 
packages would be an advantage; 


Working within the Price Waterhouse 
Investment Management team represents an 
opportunity to work with fike minded coBeagues 
for some of the most respected organisations 
in the industry providing you with an 
unparalleled diversity and depth of experience. 


Operations and finance, including 
settlement fund accounting, custody, 
corporate actions ehL- your practical 


Price Waterhouse and its efients expect the 
highest standards from its staff, ft you think 
your CV attains those standards and if you 

would Oka to improve it significantly, then . 
please send your CV to Tim Forster, 

Price Waterhouse, 32 London Bridge Street, 
London SE1 9SY. Fax: 339 3366. 
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PRUDENTIAL 


Systems Accountant 


C. London 


from £40,000 + Car + Bonus + Benefits 


Since its launch in 1996, Prudential Banking pic 
has become a major player in the UK Financial 
Services market, taking £1 billion of deposits. 
To support its ambitious plans for the 
continuing development of the Bank they are 
seeking to recruit a key technical specialist for 
the Finance Department 

Your principal responsibility will be to maintain, 
support and develop the Bank's General Ledger 
system, collating key information on all aspects 
of a rapidly expanding business to present to 
senior personnel. As a result it is essential that 
you have a comprehensive understanding of the 
JD Edwards integrated accounting package, 
combined with exceptional interpersonal and 
communication abilities. 


record in - a systems administration 
environment and possessing the energy and 
drive to "make a difference". Part of a small 
team within the department, you will be 
committed to implementing creative solutions 
to the challenges posed by a dynamic 
operation. You will also formulate strong 
working relationships with business managers 
and nontechnical personnel, both internally 
and outside the Bank. 


Such an influential position demands a flexible 
and innovative individual, with a first class track 


A formal accountancy qualification is not 
necessary for this role, although an appreciation 
of management accounting would be 
advantageous. Strong spreadsheet skills will 
ideally be combined with a good working 
knowledge of database applications, such as 
Access. Salary will not be a limiting factor for the 
ideal candidate. 


Write with full CV, including contact telephone numbers and salary details, quoting reference FT/166, 
to Patpck Donnelly. PD Consultants, 23 Durlston Road, Kingston-Upon-Thames. Surrey KT2 5RR. 


OMNIMARK PROGRAMMER - to start yesterday! 


Financial Times Electronic Publishing, a division of the FT Group is currently 
looking to find an experienced Omnimark programmer, familiar with conversion 
of world-wide data sources, who can join our Year 2000 project. You must be 
able to offer at least one year’s concentration on the Omnimark system, a 
relevant degree-level computer engineering and electronic background, and be 
willing to work with our team on access data conversion - to be ready for the 
deadline. All references will be taken up. 


In return we offer a competitive salary on contract ' for 
at least 12 months, renewable by mutual consent, for employment in the City 
of London. 


Interested, and have the required mix of qualifications and up-to-date 
experience? The please send an up-to-date c.v. and a covering letter to: 


Mike Spratt at FTEP, 
Fitzroy House, 
13-17 Epworth Street, 
London EC2A 4DL 


FT 


PEARSON 


or fax 01 71 825 7999 
or e-mail: mike.spratt@ft.com 


FINANCIAL TIMES 

Electronic PuNishing 


We believe in equality of opportunity and employ people solely on the basis of their abilities. 


PROJECT MANAGEMENT 


INTEREST RATE PRODUCTS 
To £80,000 + Benefits 


GLOBAL EQUITIES 
To £100,000 * Exec Pkge 


As one of the most prestigious ■■ ■ wiw-nr baikmg groups with a 
only global p resage our client always strives for perfection. Their 
a uto cover Corporate Banking. Advisory services, Find 
Miimgwncn tt Eqniri cs and Fixed I n c ome. They bow seek Two 
Project Managers with s pw m track w e nd of de&vray in the 
derivative mating (Swaps, Bend Options. Equity or Intern 
Rates). Yob will have a nsmaate first degree 0:1 or better) and be 
wod tin g for so hroanqs bank or City s uftwaw p roduct sappticr. 
.Your ftipa ieure wfll include: OO Developments, WWW 
Ibdmology, Package Implementation aHih and Risk 


oo the roll out cf a Global Older Management system which wiD 
be an integral pat of its trading strategy for the future. This is s 
high profile and mjarion aided posakn where the successful 
applicant win be able to demonsnate a first class ■**— record 
with a prowi track re cord in the Equities martin place. You wiD 


oo time and within budget tor leading Ctoy i m tl t ntkm s, Yost wfll 


as wdl as Che .shiftily to 


CREDIT RISK SYSTEMS 
7o £65,000 + Bonus 


INTERNATIONAL LAW FIRM 
7o £55,000 + Benefits 


Our diem b one of the 1”^ f^p»l Madoets and D eri v a t i ve s 
insrif n fl ons in London, Their reputation has beat baiftt on 
innovative development sod the provision of quality 


One of the mod prestigious law Acres In the City of U 

for a true “HyfacxT project mmaprr co tnke t&paanbUsxy 


res ea rch in EqoSti es, Bonds and Hared Income madaeta. They now 


req ui re an experienced project ma 
delivery of a now Credit Risk Mana$ 
3-5 years proven project mmay 
systems In Capital Mar 
nunymnlMft l ytf j WT S A graduate 
wiD be abb to demonstrate cfienl 
ideally, NT, Grata and Relational Da 


m a n ag e r to take contro l of the 
nageneat system. Yoo wiD have 
tffiftifl exp e rien ce delivering 
fates , preferably risk 
ate with a numerate degree yon 
ted server dev e lopment skills: 


IT syste m. Repo rting to the IT D irec t o r your skin sett wfll 
inclu de: bu rinca a analysis, management of out sourced 
dcvdoptnenU project management and systems impkncnratioo 
sk fll s . Experience of Lotus Notes, Visual Basic and 
Inlonetilpttwt developments are essential The role req n ires a 
higi level of utter and presentation skills; as the need to 

sell the ideas and solutions from a btameu rather than technical 
viewpoint are essential. 


For funner imannanan oa these and otter jXHilioas please contact Hod Mackenzie or 
Lean Cariyon at Zarak Group Technology on 0171-623 3720. Fax <m 0171 523 
3721 (01279 725683 evenings and weekends! or write to 37 Sm Street T <» Ain PPOM 
2PY. E-mail rori.marfcfmie<& 2 arahgrTOipxoin 


ZARAK GROUP 
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technology 


FT IT Recruitment] 
appears each 
Wednesday in the 
UK edition, and 
each Friday in the 
international 
edition 


Oracle 


Equities Trading Floor 


For more inform alien on 


Price Witerhouse 


how to reach the top IT 


Design, Tuning, Data Warehousing . 

To 70k 


LfllJ 


professionals in business 


on If: 


V5DE 


Chrle lbbot»n 
on t44 171. 873 3351 


Us *171 334 5700 
Fhw 0171 437 5740 


New York London Chisago 


BOND TECHNOLOGIES 









